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Undergrou nd.tStatio n> markets .footwear 
andiappareH"hook-upss' to a eonsumer 
withta.High fashion mindset who values leadingiedgetbrands, 
through: 97 mall 'based stores nationwide. Underground 
Station offers 20 to 35-year-old, culturally.diverse males and 
females a selection of the latest footwear and accessories 
from brands like Timberland, Lugz, Fubu, Perry<Ellis:and'.Phat 
Farm in a stimulating shopping erivironmentiwhere lights, 
music and action abound to reinforcethecustorner’s trendy 
lifestyle image. 

Johnston&Murphy. An appreciation for 

well-craftedicomfort never goes out of style. Today’s 25 to 54 
year-old discerning man knows Johnston & Murphy will never 
go out of style, either. He counts.on Johnston A Murphy’s 
dress, dress casual and casual footwear, belts, hosiery, 
leather, outerwear and apparel to complement-.his,tastefully 
casualilifestyle.This 150-year flagship bra ndscanfbe; found,in 
premier specialty and department stores worldwide, in 148 
signatureiretaildocatidns;yradire'ct;mdllsand^theilnternet' 
andlin'factdry/outletrand tajrpqrt'Stores. 


Dockersi Footwear fills^another.simpor- 
tant niche .by’tofferinghmen -aged!.30-55 
superior styling, quality andivalue in 
moderately-priced casual fashipn^MarketediundeVdicense 
from>Levi Strauss A Co :,Dockers remains one of the nationls 
most recognized brandinames. Offerings range fromtbusiness 
casual to weekend casual. This lifestyle brand is readily avail¬ 
able-through many of: the same national chains that carry 
Dockers;apparel, and inidepartment and specialty stores across 
the country. 

G E:N E®G© No matter how successful we^may, be, 
we will never take our customers- their . 

SjBfetastes and preferences, their wantsjand : 
needs, themhearts and minds - for granted. We are (committed! t 
to remaining leaders in our industry by staying customer- 
focused. That’s what we are. 
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This annual report contains certain forward-looking statements- Actual results could be materially different- 
For discussion of some of the factors that could adversely affect future results, please see “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” 






SECURITIES INFORMATION 



Fiscal 2002 

Fiscal 2001 

Fiscal 2000 


High 

Low 

High 

Low 

High 

Low 

Quarter ended May 5 

29.00 

21.70 

14.25 

8.25 

12.00 

7.0625 

Quarter ended August 4 

35.00 

26.59 

18.00 

12.25 

15.00 

10.625 

Quarter ended November 3 

25.80 

15.65 

18.50 

13.4375 

13.625 

10.0625 

Quarter ended February 2 

26.10 

18.20 

26.50 

15.75 

14.00 

9.00 


Approximate number of common shareholders of record: 5,900 
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FINANCIAL HIGHLIGHTS 

FINANCIAL HIGHLIGHTS 

& 


2002 

2001 

% Change 

£2 

Net Sales 

$ 

746.821,000 

$ 

680,166,000 

10% 

| 

Earnings 






§§ 

Before Discontinued Operations 

$ 

38,323,000 

s 

32,831,000 

17% 

1 

Net Earnings 

$ 

37.070.000 

s 

29,598,000 

25% 

I 

Diluted Earnings Per Common Share 






§ 

Before Discontinued Operations 

S 

1.54 

$ 

1.35 

14% 


Diluted Net Earnings Per Share 

$ 

1,49 

$ 

1.23 

21% 

s 

_ 1 

s 


2002 

2001 

% Change 


Working Capital 

s 

155.530.000 

$ 

144,926,000 

7% 


Long-Term Debt 

$ 

103.245,000 

$ 

103,500,000 

0% 


Shareholders’ Equity 

s 

161,167,000 

$ 

138,225,000 

17% 


Shares Outstanding 

21,842,000 

21,661,000 

1% 


Book Value Per Share 

S 

7.03 

$ 

6.02 

17% 


Approximate Number of Common 







Shareholders of Record 


5,900 


6,200 



























While fiscal 2002 will be remembered as 
a challenging year for all of us, we are proud that 
Genesco had the strength to perform well even in 
such extraordinary circumstances. 

This strength boils down to being very clear 
about “what we are” Driven by that clarity, we 
continued to sharpen the Company’s 
focus on serving our target customers’ 
distinct lifestyle needs by bringing them 
the right footwear and accessories in 
the right shopping environments. 

A commitment to customer 
focus requires us to be open to change, 
and we are becoming accustomed to 
and adept at transitions. We announced in 
February that we would end our manufac 
turing operations in Nashville, closing the last 
of our footwear plants. This move completes a 
decade of work to transform Genesco from a 
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manufacturing company into a lifestyle-focused marketer of branded footwear and accessories. Closing our 
last factory represents a significant symbolic moment But perhaps a more significant symbol - and certainly 
a more positive one - was the groundbreaking in August 2001 for a new distribution center in Lebanon, 
Tennessee. The first distribution facility Genesco has built since the 1960s, the Lebanon facility will support 
the continuing, rapid growth of our retail businesses, a direct result of our ever-sharper focus on what we are. 

We believe that our clear focus on the lifestyles of our target customers, our diverse mix of 
businesses, and our strong management disciplines combine to give Genesco a solid and stable platform 
that is unique to the footwear and apparel industry. 

Journeys has been the leading mall-based retail footwear chain for teens and young adults for almost 
a decade and we believe our competitive position is unchallenged. That kind of staying power is pretty 
impressive, especially for a retail company targeting a fashion-conscious customer. Journeys' same store 
sales grew 6% in Fiscal 2002 and Journeys added 97 new stores, bringing its total to 519 stores by year-end. 

We also opened our first Journeys Kidz store in February 2001, finishing the year with 14 stores. 
Our plans are to open 25 additional stores in Fiscal 2003. Journeys Kidz targets the "tween” customer - 
essentially the younger brother or sister of our Journeys customer - with many of the same footwear labels 
found in a Journeys store, including Dr. Martens, adidas, Converse and Polo. It is an exciting extension of the 
Journeys brand. 

The Jarman Group, comprised of Jarman and Underground Station retail stores, began to see j 
the positive influence of a new management team in the second half of the year. Same-store sales for the 
entire division were down only 2% for the fourth quarter, compared to being down 3% in the third quarter 
and 11% in the second quarter. The turnaround in this business is a testament to having the right products 
in the right shopping environments for its target customers’ lifestyle needs. The Underground Station con¬ 
cept continues its rollout strategy of both adding new stores and converting former Jarman stores. In April 
2002, we opened the 100th Underground Station store. 

Johnston & Murphy has made a very good start on realizing the brand’s potential to serve its 
customers’ full lifestyle needs. Johnston & Murphy has made great strides since the mid-1990s in trans¬ 
forming itself from a narrowly focused dress shoe brand into a leading resource for both dress casual and 
dress shoes and accessories for its customer. We recognize that the same customer’s lifestyle includes many 
opportunities for more casual footwear as well, and we believe it is time to extend the brand still further to 
address that opportunity. 

Dockers Footwear continued its strong performance in fiscal 2002, driven by the exceptional combi¬ 
nation of style, quality and value that characterizes its product offering. Dockers Footwear’s sales grew 13% for 
the year, reflecting continued growth with existing accounts as well as progress toward our goal of diversifying 
the customer base by improving Dockers’ presence in department and footwear specialty stores. 

Reflecting in a joint message like this one on the recent announcement that we have implemented 
our longstanding succession plan, with Hal becoming chief executive officer and Ben continuing as chairman, 
one of us might be tempted to say that Ben is a tough act to follow, the other that Hal is up to the job. But 
perhaps we can jointly make one or two observations that are more objective: First, given the strength in our 
business and our common conviction that we are on the right track as a company, there could be no better 






circumstances and no better time for a transition of leadership. Second, those same factors make this an 
evolutionary process, not a revolutionary one. We have worked together closely and comfortably for the past 
two years and expect to continue to do so in slightly different roles for the foreseeable future. And our strong, 
positive momentum and our shared vision of what accounts for it promises a smooth process of transition. 

To articulate that shared vision again, we remain convinced that we have the right formula for success 
- targeting a wide variety of customers, each with its own distinct lifestyle, with the right shoes in the right 
shopping environments. As long as we continue to understand what matters to each of these customers and 
how that translates to their footwear and where they buy it - knowing what we are - we will continue to perform 
well as a company. 

We look for the solid momentum reported over the next pages to continue in fiscal 2003 and we 
remain encouraged about our prospects not only for this coming year, but also in the years ahead. 

Hal N. Pennington 

President and Chief Executive Officer 
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Ben T. Harris 

Chairman 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


This discussion and the notes to the Consolidated Financial Statements include certain forward-looking 
statements, including all statements that do not refer to past or present events or conditions. Actual results could 
differ materially from those reflected by the forward-looking statements in this discussion and a number of factors 
may adversely affect future results, liquidity and capital resources. These factors include lower than expected 
consumer demand for the Company’s products, whether caused by weakness in the overall economy or changes in 
fashions or tastes that the Company fails to anticipate or respond appropriately to, changes in buying patterns by 
significant wholesale customers, disruptions in product supply or distribution, including the impact of opening a new 
distribution center, the inability to adjust inventory levels to sales and changes in business strategies by the 
Company’s competitors, among other factors. Other factors that could cause results to differ from expectations 
include the Company’s ability to open, staff and support additional retail stores on schedule and at acceptable 
expense levels, and the outcome of litigation and environmental matters involving the Company, including those 
discussed in Note 16 to the Consolidated Financial Statements. Forward-looking statements reflect the expectations 
of the Company at the time they are made, and investors should rely on them only as expressions of opinion about 
what may happen in the future and only at the time they are made. The Company undertakes no obligation to update 
any forward-looking statement. Although the Company believes it has an appropriate business strategy and the 
resources necessary for its operations, future revenue and margin trends cannot be reliably predicted and the 
Company may alter its business strategies to address changing conditions. 

SIGNIFICANT DEVELOPMENTS 

Johnston & Murphy Plant Closing and Reductions in Operating Expenses 

On January 31, 2002, the Company’s board of directors approved a plan to close its one remaining 
manufacturing plant and to implement other initiatives designed to streamline its operations and reduce operating 
expenses. The Company expects to end operations of the plant early in the third quarter of Fiscal 2003. The Johnston 
& Murphy plant employs approximately 170 people. 






Included in the Company’s plan referred to above, is a reduction in expenses due to eliminating approximately 
40 positions from its Nashville headquarters workforce. In addition, the Company recognized asset impairments for 
assets to be held and used in twelve underperforming stores, primarily in the Jarman group. 

In connection with the plant closing, employee severance and asset impairments, the Company recorded a 
pretax charge to earnings of $5.4 million ($3.4 million net of tax) in the fourth quarter of Fiscal 2002. The charge includes 
$0.3 million in plant asset write-downs, $3.7 million of other costs, including primarily employee severance and 
facility shutdown costs and $1.0 million of retail store asset impairments. See Note 8 to the Consolidated Financial 
Statements. Also included in the charge was a $0.4 million inventory write-down, primarily related to inventory of 
product offerings affected by the plant closing, which is reflected in gross margin on the income statement 
Minimum Pension Liability Adjustment 

The return on pension plan assets was a negative 2.3% for Fiscal 2002 compared to an expected return of 
8.5°/o for the year. The interest rate applicable to present value calculations with respect to plan assets and liabili¬ 
ties also decreased from 7.875% to 7.375% in Fiscal 2002. As a result, plan assets were less than the accumulated 
benefit obligation, resulting in a pension liability of $14.0 million on the balance sheet and a minimum pension lia¬ 
bility adjustment of $17.2 million (net of tax) in other comprehensive income in shareholders’ equity. 

Revolving Credit Agreement 

On July 16, 2001, the Company entered into a revolving credit agreement with five banks, providing for loans 
or letters of credit of up to $75 million. The agreement, as amended September 6, 2001, expires July 16, 2004. This 
agreement replaced a $65 million revolving credit agreement with three banks that was to expire September 24, 
2002, providing for loans or letters of credit. 
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Nautica Footwear License Cancellation 

The Company ended its license to market footwear under the Nautica label, effective January 31,2001. The 
Company sold Nautica-branded footwear for the first six months of Fiscal 2002 in order to fill existing customer 
orders and sell existing inventory. 

In connection with the termination of the Nautica Footwear license agreement, the Company recorded a 
pretax charge to earnings of $4.4 million ($2.7 million net of tax) in the fourth quarter of Fiscal 2001. The charge 
included contractual obligations to Nautica Apparel for the license cancellation and other costs, primarily severance. 
See Note 8 to the Consolidated Financial Statements. Also included in the charge was a $1.0 million inventory write¬ 
down which is reflected in gross margin on the income statement 

During the second quarter of Fiscal 2002, the Company recorded a restructuring gain of $0.3 million in 
connection with the termination of the Nautica Footwear license agreement. Included in the gain is a $0.1 million 
reversal of inventory write-down which is reflected in gross margin on the income statement. The remaining $0.1 
million of anticipated costs associated with the Nautica license termination are expected to be incurred within the 
next twelve months. 

Volunteer Leather Divestiture 

On May 22, 2000, the Company’s board of directors approved a plan to sell its Volunteer Leather finishing 
business and liquidate its tanning business, to allow the Company to be more focused on the retailing and 
marketing of branded footwear. 

Certain assets of the Volunteer Leather business were sold on June 19, 2000. The plan resulted in a pretax 
charge to earnings of $4.9 million ($3.0 million net of tax) in the second quarter of Fiscal 2001. Because Volunteer 
Leather constitutes the entire Leather segment of the Company’s business, the charge to earnings was treated for 
financial reporting purposes as a provision for discontinued operations. The provision for discontinued operations 
included $1.3 million in asset write-downs and $3.6 million of other costs, including primarily employee severance 
and facility shutdown costs. See Note 8 to the Consolidated Financial Statements. The Volunteer Leather business 
employed approximately 160 people. 

In the third quarter ended November 3, 2001, the Company reached an agreement with the Michigan 
Department of Environmental Quality to contribute a lump sum of $3.35 million toward sediment removal in a lake 
adjacent to the Company's former Volunteer Leather tannery in Whitehall, Michigan. See Note 16 to the Consolidated 
Financial Statements. The Company recorded an additional charge to earnings of $1.1 million ($0.7 million net of tax) 
reflected in discontinued operations in the third quarter of Fiscal 2002 to provide for the portion of the settlement 
payment not provided for in earlier periods. 

In the fourth quarter ended February 2, 2002, the Company recorded an additional charge to earnings of 
$0.9 million ($0.6 million net of tax) reflected in discontinued operations to provide $0.5 million for the Michigan site 
and $0.4 million, primarily for additional anticipated costs for a remedial investigation and feasibility study at its 
former knitting mill in New York. 

Share Repurchase Program 

The Company's board of directors has authorized the repurchase of 7.2 million shares of the Company’s 
common stock on the open market or in privately negotiated transactions since the third quarter of Fiscal 1 999, 
As of February 2, 2002, the Company had repurchased 6.7 million shares at a cost of $65.4 million pursuant to all 
authorizations, 270,500 of which shares were repurchased during Fiscal 2002. 

CRITICAL ACCOUNTING POLICIES 
Inventory Valuation 

As discussed in Note 1 to the Consolidated Financial Statements, the Company values its inventories at the 
lower of cost or market 

In its wholesale operations, cost is determined using the first-in, first-out (FIFO) method. Market is determined 
using a system of analysis which evaluates inventory at the stock number level based on factors such as inventory 
turn, average selling price, inventory level, and selling prices reflected in future orders. 

In its retail operations, the Company employs the retail inventory method, applying average cost-to-retai) 
ratios to the retail value of inventories. Under the retail inventory method, valuing inventory at the lower of cost or 
market is achieved as markdowns are taken or accrued as a reduction of the retail value of inventories. 









Inherent in the retail inventory method are subjective judgments and estimates including merchandise 
mark-on, markups, markdowns, and shrinkage. These judgments and estimates, coupled with the fact that the retail 
inventory method is an averaging process, could produce inaccurate cost figures. To reduce the risk of inaccuracy, 
the Company employs the retail inventory method in multiple subclasses of inventory with similar gross margin and 
analyzes markdown requirements at the stock number level based on factors such as inventory turn, average selling 
price, and inventory age. In addition, the Company accrues markdowns as neccessary. 

Inherent in the analysis of both wholesale and retail inventory valuation are subjective judgments about 
current market conditions, fashion trends, and overall economic conditions. Failure to make appropriate conclusions 
regarding these factors may result in an overstatement or understatement of inventory value. An analysis of the 
sensitivity of the judgments inherent in this process indicates that changes in the valuation percents of 10% would 
result in a decrease in inventory value of approximately $1.0 million as of February 2, 2002. 

Impairment of Long-Term Assets 

As discussed in Note 1 to the Consolidated Financial Statements, the Company periodically assesses the 
realizability of its long-lived assets and evaluates such assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. Asset impairment is determined 
to exist if estimated future cash flows, undiscounted and without interest charges, are less than the carrying amount 
Inherent in the analysis of impairment are subjective judgments about future cash flows. Failure to make appropriate 
conclusions regarding these judgments may result in an overstatement of the value of long-lived assets. 
Environmental and Other Contingencies 

The Company is subject to certain loss contingencies related to environmental proceedings and other legal 
matters, including those disclosed in Note 16 to the Company’s Consolidated Financial Statements. The Company has 
made provisions for certain of these contingencies, including approximately $2.0 million reflected in Fiscal 2002 and 
$2.6 million reflected in Fiscal 2001. The Company monitors these matters on an ongoing basis and at least quarterly 
management reviews the Company’s reserves and accruals in relation to each of them, adjusting provisions as 
management deems necessary in view of changes in available information. Changes in estimates of liability are 
reported in the periods when they occur. Consequently, management believes that its reserve in relation to each 
proceeding is a reasonable estimate of the probable loss connected to the proceeding, or in cases in which no 
reasonable estimate is possible, the minimum amount in the range of estimated losses, based upon its analysis of 
the facts and circumstance as of the close of the most recent fiscal quarter. However, because of uncertainties and 
risks inherent in litigation generally and in environmental proceedings in particular, there can be no assurance 
that future developments will not require additional reserves to be set aside, that some or all reserves will 
be adequate or that the amounts of any such additional reserves or any such inadequacy will not have a material 
adverse effect upon the Company’s financial condition or results of operations 
BUSINESS SEGMENTS 

The Company currently operates four reportable business segments (not including the corporate 
segment): Journeys, comprised of Journeys and Journeys Kidz retail footwear chains; Jarman, comprised primarily 
of the Jarman and Underground Station retail footwear chains; Johnston & Murphy, comprised of Johnston 4 Murphy 
reta,l stores, direct marketing and wholesale distribution; and Licensed Brands, comprised of Dockers and Nautica 
Footwear. The Company ended its license to market footwear under the Nautica label, effective January 31, 2001. 
The Company also operated the Leather segment during part of Fiscal 2001. The Company sold certain assets 
of its Volunteer Leather business on June 19, 2000 and has discontinued all Leather segment operations. See 
“Significant Developments.” 

RESULTS OF OPERATIONS i FISCAL 2002 COMPARED TO FISCAL 2001 

The Company's net sales for Fiscal 2002 (52 weeks) increased 9.8% to $746.8 million from $680.2 million 
in Fiscal 2001 (53 weeks). Gross margin increased 8.4% to $349.6 million in Fiscal 2002 from $322.5 million in 
Fiscal 2001 but decreased as a percentage of net sales from 47.4% to 46.8%. Selling and administrative expenses 
in Fiscal 2002 increased 8.7% from Fiscal 2001 but decreased as a percentage of net sales from 38.1% to 37.7%. 
Explanations of the changes in results of operations are provided by business segment in discussions following 
these introductory paragraphs. 




GENESCD INC. AND CONSOLIDATED SUBSIDIARIES 




GENESCO IIC. A NO CONSOLIDATED SUBSIDIARIES § MANAGEMENT'S OISCUSSIOH AND ANALYSIS OF FINANCIAL CONDITION ANO RESULTS OF OPERATIONS 


Earnings before income taxes and discontinued operations (“pretax earnings”) for Fiscal 2002 were $55.9 
million compared to $53.0 million for Fiscal 2001. Pretax earnings for Fiscal 2002 included restructuring and other 
charges of $5.1 million related to the closing of the Johnston & Murphy plant, elimination of staff in the Company's 
headquarters and asset impairments. Pretax earnings for Fiscal 2001 included a restructuring charge of $4.4 million 
related to the termination of the Nautica Footwear license. 

Net earnings for Fiscal 2002 were $37.1 million ($1.49 diluted earnings per share) compared to $29.6 million 
($1.23 diluted earnings per share) for Fiscal 2001. Net earnings for Fiscal 2002 included a $1.3 million ($0.05 diluted 
earnings per share) charge to earnings (net of tax) for additional environmental clean-up costs at the Company’s 
former Volunteer Leather tannery in Whitehall, Michigan, and other adjustments to discontinued operations, primarily 
for additional anticipated costs for a remedial investigation and feasibility study at its former knitting mill in New York. 

Net earnings for Fiscal 2001 included a $3.0 million ($0.11 diluted earnings per share) charge to earnings (net of tax) 
related to the divestiture of the Company’s Volunteer Leather business. The Company recorded an effective federal 
income tax rate of 31.4% for Fiscal 2002 compared to 38.0<>/o for Fiscal 2001. The Company determined that approx¬ 
imately $3.5 million of previously accrued income taxes was no longer required. Because this amount is reflected 
as current year income tax benefit, it reduced the Company’s effective federal income tax rate for Fiscal 2002. 

Bas&m 


Fiscal Year Ended 

Change 


(dollars in thousands) 

2002 

2001 

% 


Net sales 

S 381,736 

$ 300,758 

26.9% 


Operating income 

$ 51,925 

$ 41,869 

24.0% 


Operating margin 

13.6% 

13.9% 


Reflect 

stores open on 

- and a 6% incre 

to Fiscal 2001. 

product mix, bu 

— end of Fiscal 2( 

Journc 

Fiscal 2001. Tf 

increase and in 

ing primarily both a 27% increase in average Journeys stores operated (i.e., the sum of the number of 
the first day of the fiscal year and the last day of each fiscal month during the year divided by thirteen) 
ase in comparable store sales, net sales from Journeys increased 26.9% for Fiscal 2002 compared 

The average price per pair of shoes decreased 4% in Fiscal 2002, primarily reflecting changes in 
unit sales increased 31% during the same period. The store count for Journeys was 533 stores at the 
)02, including 14 Journeys Kidz stores, compared to 425 Journeys stores at the end of Fiscal 2001. 
sys operating income for Fiscal 2002 increased 24.0% to $51.9 million compared to $41.9 million for 
le increase was due to increased sales from both store openings and a comparable store sales 
creased gross margin as a percentage of net sales. 

Sansm 


Fiscal Year Ended 

Change 

(dollars in thousands) 

2002 

2001 

% 


Net sales 

$ 120,242 

$ 109,791 

9.5% 


Operating income 

S 5.319 

$ 8,395 

(36.6)% 


Operating margin 

4.4% 

7.6% 


Prima 

rable store sa 

Fiscal 2002 cc 

The Jarman di 

quarter, with £ 

with a same s 

primarily refle 
same period. 
Going forwar 
segment are f 

rily due to a 16% increase in average stores operated, partially offset by a 4% decrease in compa- 
es, net sales from the Jarman division (including Underground Station stores) increased 9.5% for 
>mpared to Fiscal 2001. The increase in sales was driven primarily by Underground Station stores, 
vision had sequential quarter over quarter comparable store sales improvements after the second 
n 11% decrease in the second quarter to a 2% decrease in the fourth quarter and ending the year 
tore sales gain of 14% in January. The average price per pair of shoes decreased 5% in Fiscal 2002, 
cting increased markdowns and changes in product mix, but unit sales increased 12% during the 
Jarman operated 227 stores at the end of Fiscal 2002, including 97 Underground Station stores, 
d, the Company does not intend to open any new Jarman stores. All new store openings in this 
banned to be Underground Station stores. During Fiscal 2002, eight Jarman stores were converted to 











Underground Station stores. The Company had operated 207 stores at the end of Fiscal 2001, including 57 
Underground Station stores. 

Jarman operating income for Fiscal 2002 was $5.3 million compared to $8.4 million for Fiscal 2001 and 
decreased as a percent of sales to 4.4% from 7.6% in Fiscal 2001. The decrease was due to decreased gross margin 
as a percentage of net sales, due primarily to increased markdowns and changes in product mix and increased 
expenses as a percentage of net sales. 
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Fiscal Year Ended 

Change 


(dollars in thousands) 

2002 

2001 

% 



Net sales 

$ 167.989 

$ 188,060 

(10.7)% 


Operating income 

$ 14.125 

S 24,636 

(42.7)% 



Operating margin 

8.4% 

13.1% 



Johnston & Murphy net sales decreased 10.7% to $168.0 million for Fiscal 2002 from $188.1 million for 
Fiscal 2001, reflecting a 9% decrease in comparable store sales for Johnston & Murphy retail operations and a 20<>/o 
decrease in Johnston & Murphy wholesale sales. Retail operations accounted for 68% of Johnston & Murphy segment 
sales in Fiscal 2002, up from 64% in Fiscal 2001. The store count for Johnston & Murphy retail operations at the end 
of Fiscal 2002 included 148 Johnston 4 Murphy stores and factory stores compared to 147 Johnston & Murphy 
stores and factory stores at the end of Fiscal 2001. The average price per pair of shoes for Johnston & Murphy retail 
decreased 4% in Fiscal 2002, reflecting primarily changes in product mix and increased markdowns, and unit sales 
decreased 4% during the same period. Unit sales for the Johnston & Murphy wholesale business decreased 16% 
in Fiscal 2002, and the average price per pair of shoes decreased 8<>/o for the same period, reflecting increased 
promotional activities and mix changes. 

Johnston & Murphy operating income for Fiscal 2002 decreased 42.7% from $24.6 million for Fiscal 2001 
to $14.1 million, primarily due to decreased sales, decreased gross margin as a percentage of net sales, due 
primarily to increased promotional activities and markdowns and changes in product mix and to increased expenses 
as a percentage of net sales. 
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Fiscal Year Ended 

Change 



(dollars in thousands) 

2002 

2001 

% 


Net sales 

S 76,854 

$ 81,557 

(5.8)% 


Operating income 

$ 8,001 

S 4,695 

70.4% 


Operating margin 

10.4% 

5.8% 


Licensed Brands’ net sales decreased 5.8% to $76.9 million for Fiscal 2002 from $81.6 million for Fiscal 2001. 
The sales decrease reflected a 13% increase in net sales of Dockers Footwear, offset by $12.7 million in declining sales 
of Nautica Footwear. Unit sales for the Licensed Brands wholesale businesses were flat for Fiscal 2002, while the 
average price per pair of shoes decreased 5% for the same period, reflecting increased promotional activities. 

Licensed Brands’ operating income for Fiscal 2002 increased 70.4% from $4.7 million for Fiscal 2001 to 
$8.0 million, primarily due to decreased expenses as a percentage of net sales. 

For additional information regarding the Company’s decision to exit the Nautica Footwear business, see 
“Significant Developments-Nautica Footwear License Cancellation.” Net sales for Nautica footwear were $6.1 million 
and $18.8 million for Fiscal 2002 and Fiscal 2001, respectively, while operating losses were $0.6 million and $2.5 
million for Fiscal 2002 and Fiscal 2001, respectively. 

Corporate, Interest Expenses and Other Charges 

Corporate and other expenses for Fiscal 2002 were $10.5 million compared to $14.9 million for Fiscal 2001 
(exclusive of a restructuring charge of $5.1 million and other charges of $0.4 million, primarily litigation and severance 
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charges, in Fiscal 2002 and a restructuring charge of $4.4 million and o 
and severance charges, in Fiscal 2001), a decrease of 29.6%. The de 
is attributable primarily to decreased bonus accruals partially offset b 

new distribution center. 

Interest expense was flat for Fiscal 2002 compared to Fiscal 
Interest income decreased 20% from $1.4 million in Fisca 
decreases in average short-term investments. Borrowings under the 
$20,000 for Fiscal 2002 compared to zero borrowings for Fiscal 2001. 
RESULTS OF OPERATIONS / FISCAL 2001 COMPARED TO FISCAL 2000 

ther charges of $0.1 million, primarily litigation 
crease in corporate expenses in Fiscal 2002 
y costs associated with the construction of a 

2001. 

1 2001 to $1.1 million in Fiscal 2002 due to 
Company’s revolving credit facility averaged 

id 23.0% to $680.2 million from $553.0 million 
week were $9.4 million. Excluding net sales 
the Company’s net sales increased 25.0% to 
s margin increased 25.9% to $322.5 million in 
ntage of net sales from 46.3% to 47.4%. Selling 
:al 2000 and increased as a percentage of net 
’educed $1.4 million in Fiscal 2001, reflecting a 
2000. Explanations of the changes in results of 
these introductory paragraphs. 

(“pretax earnings”) for Fiscal 2001 were $53.0 
Fiscal 2001 included a restructuring charge of 

e. 

earnings per share) compared to $25-9 million 
seal 2001 included a $3.0 million ($0.11 diluted 
ivestiture of the Company’s Volunteer Leather 
tinued operations, net of tax, of $0.6 million 
federal income tax rate of 38.0% for Fiscal 2001 

The Company’s net sales for Fiscal 2001 (53 weeks) increase 
in Fiscal 2000 (52 weeks). Total retail sales attributable to the extra 
attributable to the divested Other Retail business from Fiscal 2000, 
$680.2 million in Fiscal 2001 from $544.2 million in Fiscal 2000. Gros 
Fiscal 2001 from $256.3 million in Fiscal 2000 and increased as a perce 
and administrative expenses in Fiscal 2001 increased 23.7% from Fis< 
sales from 378% to 38.1%. Selling and administrative expenses were i 
reduction in pension expense to $0.3 million from $1.7 million in Fiscal 
operations are provided by business segment in discussions following 
Earnings before income taxes and discontinued operations 
million compared to $41.0 million for Fiscal 2000. Pretax earnings for 
$4.4 million related to the termination of the Nautica Footwear licens 
Net earnings for Fiscal 2001 were $29.6 million ($1.23 diluted 
($1.05 diluted earnings per share) for Fiscal 2000. Net earnings for Fi; 
earnings per share) charge to earnings (net of tax) related to the d 
business. Net earnings for Fiscal 2000 include a gain from discor 
“ ($0.02 diluted earnings per share). The Company recorded an effective 

compared to 38.2% for Fiscal 2000. 



Fiscal Year Ended | 

Change 


(dollars in thousands) 

2001 

2000 

% 


Net sales 

$ 300,758 

$ 215,318 

39.7% 


Operating income 

VO 

00 

$ 29,719 

40.9% 


Operating margin 

13.9% 

13.8% 


Reflecl 

open on the firs 

a 12% increase 

Fiscal 2000. Th< 

mix, and unit s£ 

of Fiscal 2001 

Journe 

Fiscal 2000. T 

increase and in 

ing both a 30% increase in average Journeys stores operated (i.e., the sum of the number of stores 
t day of the fiscal year and the last day of each fiscal month during the year divided by thirteen) and 
in comparable store sales, net sales from Journeys increased 39.7% for Fiscal 2001 compared to 
average price per pair of shoes increased 1% in Fiscal 2001, primarily reflecting changes in product 
lies increased 38% during the same period. The store count for Journeys was 425 stores at the end 
:ompared to 323 stores at the end of Fiscal 2000. 

ys operating income for Fiscal 2001 increased 40.9% to $41.9 million compared to $29.7 million for 
e increase was due to increased sales from both store openings and a comparable store sales 
creased gross margin as a percentage of sales. 

SDjEEG) 


Fiscal Year Ended 

Change 

(dollars in thousands) 

2001 

2000 

% 


Net sales 

$ 109,791 

$ 86,897 

26.3% 


Operating income 

$ 8,395 

$ 4,336 

93.6% 


Operating margin 

7.6% 

5.0% 






Primarily due to a 17% increase in average stores operated and a 6% increase in comparable store sales, 
net sales from the Jarman division (including Underground Station stores) increased 26.3% for Fiscal 2001 
compared to Fiscal 2000. The increase in sales and comparable store sales was driven primarily by Underground 
Station stores. The average price per pair of shoes increased 2% in Fiscal 2001, primarily reflecting changes in 
product mix, and unit sales increased 22% during the same period. Jarman operated 207 stores at the end of Fiscal 
2001, including 57 Underground Station stores. Going forward, the Company does not intend to open any new 
Jarman stores. All new store openings in this segment are planned to be Underground Station stores. The Company 
had operated 161 stores at the end of Fiscal 2000, including 21 Underground Station stores. 

Jarman operating income for Fiscal 2001 was $8.4 million compared to $4.3 million for Fiscal 2000 and 
increased as a percent of sales to 7.6% from 5.0% in Fiscal 2000. The increase was due to increased sales and 
increased gross margin in dollars and as a percentage of sales, due primarily to changes in product mix, and to 
decreased expenses as a percentage of sales. 




| Fiscal Year Ended 

Change 

(dollars IN thousands) 

2001 

2000 

% 


Net sales 

$ 

188,060 

$ 

167,459 

12.3% 


Operating income 

$ 

24,636 

$ 

22,187 

11.0% 


Operating margin 

13.1% 

| 13.2% 



Johnston & Murphy net sales increased 12.3% to $188.1 million for Fiscal 2001 from $167.5 million for 
Fiscal 2000. Johnston & Murphy retail sales increased 14%. The increase reflects primarily a 3% increase in 
comparable store sales and a 6% increase in average Johnston & Murphy retail stores operated. Retail operations 
accounted for 64% of Johnston & Murphy segment sales in Fiscal 2001, up from 63% in Fiscal 2000. The store count 
for Johnston & Murphy retail operations at the end of Fiscal 2001 included 147 Johnston & Murphy stores and 
factory stores compared to 143 Johnston & Murphy stores and factory stores at the end of Fiscal 2000. The average 
price per pair of shoes for Johnston & Murphy retail decreased 1% in Fiscal 2001, primarily due to increased 
markdowns, while unit safes increased 10% during the same period. There was a 10% increase in Johnston & 
Murphy wholesale sales. Unit sales for the Johnston & Murphy wholesale business increased 15% in Fiscal 2001, 
while the average price per pair of shoes decreased 4% for the same period, reflecting increased promotional 
activities and mix changes. 

Johnston & Murphy operating income for Fiscal 2001 increased 11.0% from $22.2 million for Fiscal 2000 to 
$24.6 million, primarily due to increased sales. 


Eamfe 


| Fiscal Year Ended 1 

Change 

(dollars in thousands) 

2001 

2000 

% 


Net sales 

s 

81,557 

s 

74,518 

9.4% 


Operating income 

s 

4,695 

s 

2,488 

88.7% 


Operating margin 

1 5.8% 

3.3% 



Licensed Brands’ net sales increased 9.4% to $81,6 million for Fiscal 2001 from $74.5 million for Fiscal 
2000. The sales increase reflected a 36% increase in net sales of Dockers Footwear, offset by $9.6 million in declining 
sales of Nautica Footwear. Unit sales for the Licensed Brands wholesale businesses increased 9% for Fiscal 2001, 
while the average price per pair of shoes decreased 2% for the same period, reflecting increased promotional 
activities in the Nautica business and changes in product mix. 

Licensed Brands’ operating income for Fiscal 2001 increased 88.7% from $2.5 million for Fiscal 2000 to 
$4.7 million, primarily due to increased sales and decreased expenses as a percentage of sales. 
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For additional information regarding the Company’s decision to exit the Nautica Footwear business, see 
“Significant Developments-Nautica Footwear License Cancellation." Net sales for Nautica footwear were $18.8 million 
and $28.4 million for Fiscal 2001 and Fiscal 2000, respectively, while operating losses were $2.5 million and $2.2 
million for Fiscal 2001 and Fiscal 2000, respectively. 




Fiscal Year Ended | 

Change 


(dollars in thousands) 

1 

2001 

2000 

% 


Net sales 

s 

-0- 


s 

8,840 

(100.0)% 


Operating income 

s 

-o- 

i 

s 

(500) 

NA 


Operating margin 

NA 

(5.7)t 



The Jarman Leased departments business was closed in the first quarter of Fiscal 2000 and the remaining 
five Other Retail stores, which were General Shoe Warehouse stores, were transferred to the Jarman and Johnston 
& Murphy operating segments during the firstquarter of Fiscal 2001. The Company will no longer report results from 
the Other Retail Segment 
Corporate, Interest Expenses and Other Charges 

Corporate and other expenses for Fiscal 2001 were $14.9 million compared to $10.9 million for Fiscal 
2000 (exclusive of a restructuring charge of $4.4 million and other charges of $0.1 million, primarily litigation and 
severance charges, in Fiscal 2001 and other charges of $0.4 million, primarily litigation and severance charges, in 
Fiscal 2000), an increase of 37.3°/o. The increase in corporate expenses in Fiscal 2001 is attributable primarily to 
increased bonus accruals based upon the improved financial performance of the Company. 

Interest expense increased 5.7% from $8.2 million in Fiscal 2000 to $8.6 million in Fiscal 2001, primarily 
due to increased bank activity fees related to the increase in the number of individual bank accounts because of 
new store openings. 

Interest income decreased 34% from $2.2 million in Fiscal 2000 to $1.4 million in Fiscal 2001 due to 
decreases in average short-term investments. There were no borrowings under the Company’s revolving credit 
facility during either Fiscal 2001 or Fiscal 2000. 

LIQUIDITY AMD CAPITAL RESOURCES 

The following table sets forth certain financial data at the dates indicated. 



(dollars in millions) 

i Feb. 2, 2002 

i-—---- 

Feb. 3, 2001 

Jan. 29, 2000 


Cash and cash equivalents 

[L 

46.4 

lL 

60.4 

S 57.9 


Working capital 

\1_ 

155.5 

lL 

144.9 

S 138.0 


Long-term debt (includes current maturities) 

i 7 

103.2 , 

tl 

103.5 

$ 103.5 


Current ratio , 

3. lx 

2.5x 

2.8x 


Working Capital 

The Company’s business is somewhat seasonal, with the Company’s investment in inventories and 
accounts receivable normally reaching peaks in the spring and fall of each year. Cash flow from operations is 
generated principally in the fourth quarter of each fiscal year. 

Cash provided by operating activities was $27.9 million in Fiscal 2002 compared to $36.1 million in Fiscal 2001. 
The $8.1 million decrease in cash flow from operating activities reflects primarily an $8.9 million increase in inventories 
for Fiscal 2002 compared to Fiscal 2001 primarily due to new store openings, and to decreased accrued liabilities of $16.7 
million primarily due to payments of incentive compensation accruals and an $8.4 million increase in taxes paid offset by 
increased earnings of $7.5 million in Fiscal 2002 and a $3.5 million decrease in accounts receivable due to decreased 
wholesale sales. The $8.9 million increase in inventories at February 2,2002 from February 3, 2001 levels reflects increases 
in retail inventory to support the net increase of 129 stores, excluding Nautica Leased departments, in Fiscal 2002. 







Cash provided by operating activities was $36.1 million in Fiscal 2001 compared to $47.2 million in Fiscal 
2000. The $11.1 million decrease in cash flow from operating activities reflected primarily a $3.1 million increase in 
accounts receivable due to increased wholesale sales and extended terms, increased inventories and a $6.8 million 
increase in taxes paid. The $25.8 million increase in inventories at February 3, 2001 from January 29, 2000 levels 
reflects increases in retail inventory to support the net increase of 147 stores, excluding Nautica Leased departments, 
in Fiscal 2001 as well as increases to support the Company’s continued growth. 

Cash provided (or used) due to changes in accounts payable and accrued liabilities are as follows: 



Fiscal Year Ended 1 

(dollars in thousands) 

2002 

2001 

2000 

Accounts payable 

Accrued liabilities 

$ (11,479) 

(16,733) 

S 4,635 

10,468 

S (348) 

4,385 

1 

$ (28,212) 

| S 15,103 

S 4,037 


The fluctuations in accounts payable for Fiscal 2002 from Fiscal 2001 and for Fiscal 2001 from Fiscal 2000 
are due to changes in payment terms negotiated with individual vendors, inventory levels and buying patterns. The 
change in accrued liabilities in Fiscal 2002 was due primarily to payment of incentive compensation accruals, 
income tax payments and restructuring payments and the change in Fiscal 2001 was due primarily to increased 
bonus accruals and income tax accruals. 

The average daily revolving credit borrowings for Fiscal 2002 were $20,000 and there were no revolving 
credit borrowings during Fiscal 2001 or 2000, as cash generated from operations and cash on hand funded 
seasonal working capital requirements and capital expenditures. On July 16, 2001, the Company entered into a 
revolving credit agreement with five banks, providing for loans or letters of credit of up to $75 million. The agreement, 
as amended September 6, 2001, expires July 16, 2004. 

The following table sets forth aggregate commitments as of February 2, 2002. 


(fanffiiMn ikfl 

Total 


Long-Term Debt 
Capital Lease Obligations 
Operating Leases 
Total Significant Contractual 
Cash Obligations 


Payments Due by Period 


$ 103,245 $ 

27 

456,888 


-0- $ 103,245 S 


59,970 117,876 


10,260 168,782 


Letters of Credit _ 

Total Commercial Commitments 


Total 

Amounts 

Committed 


Payments Due by Period 


Less than 1 
year 
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Capital Expenditures 

Capital expenditures were $43.7 million, $34.7 million and $22.3 million for Fiscal 2002, 2001 and 2000, 
respectively The $9.0 million increase in Fiscal 2002 capital expenditures as compared to Fiscal 2001 resulted 
primarily from capital expenditures for a new distribution center. The $12.4 million increase in Fiscal 2001 capital 
expenditures as compared to Fiscal 2000 resulted primarily from an increase in retail store capital expenditures due 

to the increase in new stores. ... . 

Due to the Company’s retail growth, the Company began construction of a new distribution center in Fiscal 
2002 The Company purchased 215 acres in Wilson County, Tennessee to develop a new 322,000 square foot 
distribution facility. The Company expects a total cost of $28 million for the distribution center with a completion 
date in Spring 2002. The Company had capital expenditures of $14.3 million in Fiscal 2002 for the distnbution facility. 

Total capital expenditures in Fiscal 2003 are expected to be approximately $44.2 million. These include 
expected retail expenditures of $24.4 million to open approximately 90 Journeys stores, 25 Journeys Kidz stores, 9 
Johnston * Murphy stores and factory stores, and 16 Underground Station stores, and to complete 19 major store 
renovations. Capital expenditures for wholesale and manufacturing operations and other purposes, including a new 
distribution center, are expected to be approximately $19.8 million, Including approximately $2.0 million for new 
computer systems to improve customer service and support the Company’s growth and approximately $13.9 
million for a new distribution center. 

Future Capital Needs 

The Company expects that cash on hand and cash provided by operations will be sufficient to fund all of 
its capital expenditures through Fiscal 2003, including costs associated with construction of a new distribution 
center The Company may borrow from time to time, particularly in the fall, to support seasonal working capital 
requirements should cash provided by operations not be sufficient to fund these items listed above. The approxi¬ 
mately $7.8 million of costs associated with the prior restructurings and discontinued operations that are expected 
to be paid during the next twelve months are also expected to be funded from cash on hand. 

In October 2001, the Company authorized the additional repurchase, from time to time, of up to 0.4 million 
shares of the Company’s common stock of which there are 501,100 shares remaining to be repurchased under this 
and prior authorizations. These purchases will be funded from available cash. The Company has repurchased a total 
of 6 7 million shares at a cost of $65.4 million from all authorizations for Fiscal 1999 - Fiscal 2002. The Company 
repurchased 270,500 shares during Fiscal 2002 for a total cost of $4.8 million, which was more than offset by the 
exercise of stock options and shares issued in the employee stock purchase plan. 

There were $75 million of letters of credit outstanding under the revolving credit agreement at February 2, 
2002 leaving availability under the revolving credit agreement of $67.5 million. The revolving credit agreement 
requires the Company to meet certain financial ratios and covenants, including minimum tangible net worth, f.xed 
charge coverage and debt to EBITDAR ratios. The Company was in compliance with these financial covenants at 
February 2 2002 Violation of the fixed charge coverage ratio, the most restrictive covenant, at the current level of 
fixed charges would require earnings to decline by approximately $26 million for a rolling twelve month penod. 

The Company’s revolving credit agreement restricts the payment of dividends and other payments w.th 
respect to capital stock, however the Company may make payments with respect to preferred stock. At February 2, 
2002, $20.1 million was available for such payments related to common stock. The aggregate of annual dividend 
requirements on the Company's Subordinated Serial Preferred Stock, $2.30 Series 1, $4.75 Series 3 and $4.75 
Series 4, and on its $1.50 Subordinated Cumulative Preferred Stock is $294,000. 

ENVIRONMENTAL ANO OTHER CONTINGENCIES 

The Company is subject to certain loss contingencies related to environmental proceedings and other legal 
matters, including those disclosed in Note 16 to the Company’s Consolidated Financial Statements. The Company 
has made provisions tor certain of these contingencies, including approximately $2.0 million reflected in Fiscal 2002, 
$2 6 million reflected in Fiscal 2001 and $472,000 reflected in Fiscal 2000. The Company monitors these matters on 
an ongoing basis and at least quarterly management reviews the Company’s reserves and accruals in relation to 
each of them, adjusting provisions as management deems necessary in view of changes in available information. 
Changes in estimates of liability are reported in the periods when they occur. Consequently, management believes 
that its reserve in relation to each proceeding is a reasonable estimate of the probable loss connected to the 






proceeding, or in cases in which no reasonable estimate is possible, the minimum amount in the range of estimated 
losses, based upon its analysis of the facts and circumstances as of the close of the most recent fiscal quarter. 
Because of uncertainties and risks inherent in litigation generally and in environmental proceedings in particular, 
there can be no assurance that future developments will not require additional reserves to be set aside, that 
some or all reserves may not be adequate or that the amounts of any such additional reserves or any such 
inadequacy will not have a material adverse effect upon the Company’s financial condition or results of operations. 
FINANCIAL MARKET RISK 

The following discusses the Company’s exposure to financial market risk related to changes in interest 
rates and foreign currency exchange rates. 

Outstanding Debt of the Company-The Company’s outstanding long-term debt of $103.2 million 5 1/2% 
convertible subordinated notes due April 2005 bears interest at a fixed rate. Accordingly, there would be no near 
term impact on the Company’s interest expense due to fluctuations in market interest rates. The fair value of the 
Company’s long-term debt was $128.3 million at February 2, 2002 based on a dealer quote. 

Cash and Cash Equivalents-The Company’s cash and cash equivalent balances are invested in financial 
instruments with original maturities of three months or less. The Company does not have significant exposure to 
changing interest rates on invested cash at February 2, 2002. As a result, the Company considers the interest rate 
market risk implicit in these investments at February 2, 2002, to be low. 

Foreign Currency Exchange Rate Risk-Most purchases by the Company from foreign sources are 
denominated in U.S. dollars. To the extent that import transactions are denominated in other currencies, it is the 
Company’s practice to hedge its risks through the purchase of forward foreign exchange contracts. At February 2, 
2002, the Company had $12.1 million of foreign exchange contracts for Euro. The Company’s policy is not to 
speculate in derivative instruments for profit on the exchange rate price fluctuation and it does not hold any 
derivative instruments for trading purposes. Derivative instruments used as hedges must be effective at reducing 
the risk associated with the exposure being hedged and must be designated as a hedge at the inception of the 
contract The loss on contracts outstanding at February 2, 2002 was $0.3 million based on current spot rates. As of 
February 2, 2002, a 10% adverse change in foreign currency exchange rates from market rates would decrease the fair 
value of the contracts by approximately $1.4 million. 

Accounts Receivable-The Company’s accounts receivable balance at February 2, 2002 is concentrated in 
its two remaining wholesale businesses, which sell primarily to department stores and independent retailers across 
the United States. One customer accounts for 11% of the Company’s trade accounts receivable balance as of 
February 2, 2002. The Company monitors the credit quality of its customers and establishes an allowance for doubtful 
accounts based upon factors surrounding credit risk, historical trends and other information; however, credit risk is 
affected by conditions or occurrences within the economy and the retail industry. 

Summary-Based on the Company’s overall market interest rate and foreign currency rate exposure at 
February 2, 2002, the Company believes that the effect, if any, of reasonably possible near-term changes in interest 
rates or fluctuations in foreign currency exchange rates on the Company’s consolidated financial position, result of 
operations or cash flows for Fiscal 2002 would not be material. 

NEW ACCOUNTING PRINCIPLES 

In June 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting 
Standards (“SFAS”) No. 141, Business Combinations. This statement eliminates the pooling-of-interests method of 
accounting for business combinations except for qualifying business combinations initiated prior to July 1,2001. The 
Company does not expect this statement to have a material impact on its results of operations or financial condition. 

In June 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible Assets. This statement 
establishes new rules on the accounting for goodwill and other intangible assets. The Company does not expect 
this statement to have a material impact on its results of operations or financial condition. 

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations. This statement 
establishes accounting standards for recognition and measurement of a liability for an asset retirement obligation 
and the associated asset retirement cost The Company does not expect this statement to have a material impact 
on its results of operations or financial condition. 
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In August 2001, the FASB issued SFAS No.144, Accounting for the Impairment or Disposal of Long-Lived Assets. 
This statement addresses financial accounting and reporting for the impairment or disposal of long-lived assets. The 
Company does not expect this statement to have a material impact on its results of operations or financial condition. 

The Company implemented SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, 
in the first quarter of Fiscal 2002. This statement establishes accounting and reporting standards for derivative 
instruments and for hedging activities. SFAS 133 requires an entity to recognize ail derivatives as either assets or 
liabilities in the consolidated balance sheet and to measure those instruments at fair value. Under certain condi¬ 
tions, a derivative may be specifically designated as a fair value hedge or a cash flow hedge. The accounting for 
changes in the fair value of a derivative are recorded each period in current earnings or in other comprehensive 
income depending on the intended use of the derivative and the resulting designation. For Fiscal 2002, the 
Company recorded an unrealized loss on foreign currency forward contracts of $0.2 million in accumulated other 
comprehensive income. 

In July 2000, the Emerging Issues Task Force issued EITF: Issue 00-10, Accounting for Shipping and 
Handling Fees and Costs. The new pronouncement requires shipping and handling billings to customers be recorded 
as revenue. Amounts for shipping and handling costs can no longer be netted with related shipping and handling 
billings. The Company has restated its financial statements for Fiscal 2001 and 2000 to reflect the change in 
accounting for shipping and handling fees and costs. 

INFLATION 

The Company does not believe inflation has had a material impact on sales or operating results during 
periods covered in this discussion. 




MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 


m-riLJUU iHI0, WIHI UUN^UUUAIbU SUBSIDIARIES 
The consolidated financial statements presented in this report are the responsibility of management and 
have been prepared in conformity with accounting principles generally accepted in the United States. Some of the 
amounts included in the financial information are necessarily based on estimates and judgements of management. 

The Company maintains accounting and related Internal control systems designed to provide, among other 
things, reasonable assurance that transactions are executed in accordance with management's authorization and that 
they are recorded and reported properly. An Integral part of the control system is an internal audit program which 
regularly reviews the internal control systems of the Company and coordinates its activity with the examination by 
the Company's independent accountants. There are limitations inherent In all systems of internal control and the 
Company weighs the cost of such systems against the expected benefits. 

The financial statements have been examined by our independent accountants, Ernst & Young Their 
primary role is to render an independent professional opinion on the financial statements. Their examinations, which 
are performed in accordance with auditing standards generally accepted in the United States of America, include a 
study and evaluation of the Company’s accounting systems and internal controls sufficient to express their opinion 
on those financial statements. 


The audit committee of the board of directors, composed entirely of directors who are not employees of 
the Company, meets regularly with management, the internal auditor and the independent accountants to review 
the results of their work and to satisfy itself that their responsibilities are being properly discharged. The internal 
auditor and the independent accountants have full and free access to the audit committee and meet (with and without 
management present) to discuss appropriate matters. 

/. /%u^' 

James S. Gulmi Paul D WitIjams 

Senior Vice President - Finance / Chief Financial Officer Chief Accounting Officer 
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REPORT OF INDEPENDENT ACCOUNTANTS 


TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF GEMESCO INC. 

We have audited the consolidated balance sheet of Genesco Inc. and Subsidiaries as of February 2, 2002, 
and the related consolidated statements of earnings, shareholders’ equity, and cash flows for the year then ended. 
These financial statements are the responsibility of the Company's management Our responsibility is to express an 
opinion on these financial statements based on our audit The financial statements of Genesco Inc. and Subsidiaries 
for the years ended February 3, 2001 and January 29, 2000, were audited by other auditors whose report dated 
February 27, 2001, expressed an unqualified opinion on those statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit Includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the fiscal year 2002 consolidated financial statements referred to above present fairly, in all 
material respects, the consolidated financial position of Genesco Inc. and Subsidiaries at February 2, 2002, and the 
consolidated results of their operations and their cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States. 


ill Ernsts* Young llp 


i- 




Nashville, Tennessee 
February 26, 2002 






Fiscal Year End 
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2002 

2001 

2000 

1999 

1998 












Net sales 

i 

746,821 

S 

680,166 

$ 

553,032 

s 

532,164 

$ 

506,889 

Depreciation and amortization 


16,239 


13,200 


10,514 


9,691 


8,893 

Earnings before interest and taxes 


63,428 


60,187 


46,969 


37,101 


16,396 

Pretax earnings 


55,864 


52,987 


40,982 


30,490 


7,534 

Earnings before discontinued 











operations and extraordinary loss 


38,323 


32,831 


25,335 


54,558 


7,494 

Discontinued operations 


(1,253) 


(3,233) 


587 


815 


1,326 

Loss on early retirement of debt 











(net of tax) 


-0- 


-0- 


-0- 


2,245 


169 

Net earnings 

$ 

37,070 

$ 

29,598 

$ 

25,922 

$ 

53,128 

$ 

8,651 

Minriiii fflrFrra foMfr 











Earnings before discontinued 











operations and extraordinary loss 

$ 

1.74 

s 

1.51 

$ 

1.12 

$ 

2.13 

$ 

.28 

Basic 


1.54 


1.35 


1.03 


1.87 


.27 

Diluted 











Discontinued operations 











Basic 


(.06) 


(.15) 


.03 


.03 


.05 

Diluted 


(.05) 


(.12) 


.02 


.03 


.05 

Extraordinary loss 











Basic 


.00 


.00 


.00 


(.09) 


.00 

Diluted ° 


.00 


.00 


.00 


(.07) 


(.01) 

Net earnings 











Basic 


1.68 


1.36 


1.14 


2.07 


.33 

Diluted 


1.49 


1.23 


1.05 


1.83 


.31 












Total assets 

$ 

363,554 

s 

352,163 

$ 

301,165 

s 

307,198 

$ 

246,817 

Long-term debt 


103,245 


103,500 


103,500 


103,500 


75,000 

Capital leases 


27 


28 


34 


36 


279 

Non-redeemable preferred stock 


7,634 


7,721 


7,882 


7,918 


7,945 

Common shareholders’ equity 


153,553 


130,504 


100,360 


108,661 


64,019 

Additions to plant, equipment 











and capital leases 


43,723 


34,735 


22,312 


23,512 


24,725 












Earnings before interest and taxes 











as a percent of net sales 


8,5% 


8.8% 


8,5% 


7.0% 


3.2% 

Book value per share 

$ 

7.03 

$ 

6.02 

$ 

4.73 

$ 

4.56 

$ 

2.43 

Working capital 

$ 

155,530 

$ 

144,926 

S 

138,007 

$ 

155,778 

$ 

119,313 

Current ratio 






2.8 


3.1 


2.6 

Percent long-term debt 











to total capitalization 






48.9% 


47.0% 


51.1% 

©fts? (§S& ©K*) g 8 











Number of retail outlets* 


908 


836 


679 


674 


587 

Number of employees 


5,325 


4,700 


4,250 


3,650 


4,300 


'Includes 78 Jarman Leased departments in Fiscal 1999 which were divested during the first quarter of Fiscal 2000 and 26 Boot Factory stores in Fiscal 1998 
which were divested during the second quarter of Fiscal 1999. Also includes Nautica Retail leased departments of 57, 47, 24 and 4 in Fiscal 2001,2000, 1999 
and 1998, respectively. 


Reflected in the earnings for Fiscal 2002, 2001, 1999 and 1998 were restructuring and other charges of $5.1 million, $4.4 million, ($2.4) million and $17,7 
million, respectively. See Note 2 to the Consolidated Financial Statements for additional information regarding these charges. 

Reflected in the earnings for Fiscal 2002 and 1999 was a tax benefit of $3.5 million and $24.1 million, respectively. 

Long-term debt and capital leases include current obligations. On April 9, 1998, the Company issued $103.5 million of 5 1/2% convertible subordinated notes due 
2005. The Company used $80 million of the proceeds to repay all of its 103/8% senior notes including interest and expenses incurred in connection therewith. 

The Company has not paid dividends on its Common Stock since 1973. See Note 11 to the Consolidated Financial Statements for a description of limitations on 
the Company's ability to pay dividends. 
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GENESCO INC. AND CONSOLIDATED SUBSIDIARIES £ CONSOLIDATED BALANCE SHEET 


CONSOLIDATED BALANCE SHEET' " 

'"•;'■■■ ■ -s' 

’■ . • "V 


As of Fiscal Year End 


2002 

2001 








S 46,384 

$ 60,382 

fisascarffeGos^^ 

19,857 

22,700 


142,856 

134,236 


7,942 

15,263 

©fe? ssBoasfi ©easte 

12,717 

10,806 

fissseiafe Gss^toEfifla ®(? 

-0- 

359 


229,756 

243,746 


112,550 

87,747 

©3833X311 ttnssjuis 

15,730 

3,396 

@te(asa^pfl^ 

5,019 

16,644 

M asii! ©5P^p5BED0S®(? <iteS$DaLa5E0S^) CEIJISCieCfiSGQ© 

499 

630 

*0feQsflflssste 

S 363,554 

$ 352,163 




QanajfiQ^liflBBss 




S 67,497 

$ 94,252 


6,729 

4,568 

T^^siajOi^lMiflHSs© 

74,226 

98,820 

(ka^a/rac^ 

103,245 

103,500 

CSTUtct* frm^Kfeniir> 

24,391 

7,354 

EteEft^qg?c*fe3^ 

505 

4,264 


202,367 

213,938 




gGasK^jDsfl-feD^ 




7,634 

7,721 

©annaa^ 



(^OSflKEG 






°mwm® 

22,331 

22,150 


98,622 

95,194 

eaMr©© 

67,793 

31,017 


(17,336) 

-o- 

'dmmw &&sm> as ®SB 

(17,857) 

(17,857) 

HfeQ^ll eCoao 

161,187 

138,225 


$ 363,554 

$ 352,163 



The accompanying Notes are an integral part of these Consolidated Financial Statements. 








The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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CONSOLIDATED'CASH FLOWS 



Fiscal Year 



2002 

2001 

2000 





fiiaaafliBnsfe 





$ 37,070 

$ 29,598 

$ 25,922 

(fe «3®®OO^ffl^00O^^ 




(2X928^ (^<*^ 




®Sgii©s9gfflSDD @513 gfijDSGttegfflai) 

16,239 

13,200 

10,514 

®gfl&o©») BrossBcostfeos© 

6,071 

351 

10,687 

(?tecfl@9sa© fl&7 Oases© sro ©asaoxte 

(263) 

457 

434 


1,010 

-0- 

-0- 


4,117 

4,433 

-0- 


2,008 

4,854 

-0- 

@®DS? 

1,039 

467 

1,690 

@jfo@B ®ro @@@fo <sS (&gK©3© to ra®oC&© 









3,515 

(3,093) 

671 

OsKsaiteGte© 

(8,941) 

(25,772) 

(282) 

@®D^®O»QS8@@03!fe 

(1,911) 

(1,925) 

(2,162) 

fieasofljDte (?E©gM3 

(28,212) 

15,103 

4,037 


(3,836) 

(1,620) 

(4,358) 

G9s8 ®Efo (^csHftttesl fcg? sf?3jgflra@ as®!^^ 

27,906 

36,053 

47,153 

- HMMMF3HB& 




(gegflfefl Q^xaa^BSMRS© 

(43,723) 

(34,735) 

(22,312) 

(?te33^ (to 

436 

3,694 

10,069 

KteB ®Efo o®^) foo 0j55©0fflJ@ ssMs© 

(43,287) 

(31,041) 

(12,243) 






(1) 

(6) 

(2) 

@Bs@te <x 3 ?bix£es§© 

(4,826) 

(8,778) 

(39,519) 


(294) 

(298) 

(300) 

<§#8aj©<saa^^ 




Odd effi^flssjs© @(&& (toto3£i&® 

6,890 

6,592 

4,028 

©gftSGG&s) oosite <^@GDaa!®3© 

(386) 

-0- 

-0- 


,1,383 

(2,490) 

■ (35,793) 

CasB^ECDHtsJ© 

(13,998) 

2,522 

(883) 

(^gCo gmD @eeCo Q*TsfcEflsDO^ 





60,382 

57,860 

58,743 

end ®di) e^pfisEflarffe efioidGffESS? 

" $ 46,384 

S 60,382 

$ 57,860 

BBSuDDlementallCashlhlowllntormattonlMil^^H^H 




KteB®Eto(«Eft3(teK 




totoeB 

$ 8,156 

$ 8,043 

$ 7,520 

(feraasasOsEe© 

17,749 

9,398 

. 2,605 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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CONSOLIDATED SHAREHOLDERS’EQUITY 

Additional 
Paid-In Capital 

Treasury 

Stock 

Retained 

Earnings 

(Accumulated 

Deficit) 

Accumulated 

Other 

Loss 

income 

Total 

Shareholders 

Equity 

$ 126,095 

$ <177857) 

$ (23,904) 

-0- 


$ 116,579 

„ -0- 

-0- 

25,922 

-0- 

25,922 

25,922 

-0- 

-0- 

(300) 

-0- 

-0- 

(300) 

2,796 

- 0 - 

-0- 

-0- 

-0- 

3,489 

417 

-0*' 

*0- 

-0- 

*0* 

539 

1,427 

-0- 

-0- 

-0- 

-0- 

1.427 

06,080} 

-0- 

*0* 

*0* 

-0* 

(39,519) 

129 

-0- 

*0* 

-0- 

0 -0* 

25,922 

105 

94,784 

(17.857) 

1,718 

-0- 


108,242 

*0* 

-0- 

29,598 

*0- 

29,598 

29,598 

-0- 

*0- 

(299) 

-0- 

*0* 

(299) 

"5,017 

-0- 

*0* 

-0- 

*0* 

6,030 

508 . 

-0- 

*0- 

*0* 

-0- 

563 

2,758 

-0- 

*0* 

*0“ 

-0- 

2,758 

(8,131) 

-0- 

-0* 

-0- 

-0- 

(8,777) 

258 

-0- 

*0* 

-0- 

*0* 

29,598 

110 

95,194 

(17,857) 

31,017 

*0* 


138,225 

, *°* < 

-0- 

37,070 

-0- 

37,070 

37,070 j 

*0* 

-0* 

(294) 

V 

. -0* 

(294) 

5,919 

- 0 - 

, * 0 - 

*0* 

*0* 

6,310 

538 

*0- 

*0* 

-0- 

*0* 

580 

1,138 

-0- 

*0* 

-0- 

*0* 

1,138 

(4,555) 

-0- 

*0* 

-0- 

-0* 

(4,826) 

-0* 

-0- 

*0* 

808 

808 

808 

-0- 

-0* 

-0- 

(906) 

(906) 

(906) 

‘ -0* 

*0- 

. -0-, 

(98) 

(98) 

(98) 

-0- 

-0- 

■-0- 

(17,238) 

(*17,238) 

(17,238) 

388 

0 -0- 

-0- 

- 0 - 

-0- 

S 19,734 

320 

J 98,622' 

S (17,857) 

J 67,793 

$ (17,336) 


$ 161.187 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Nature of Operations 

The Company’s businesses include the manufacture or sourcing, marketing and distribution of footwear 
principally under the Johnston & Murphy and Dockers brands and the operation at February 2, 2002 of 908 Jarman, 
Journeys, Journeys Kidz, Johnston & Murphy and Underground Station retail footwear stores and leased departments. 
The Company ended its license to market footwear under the Nautica label, effective January 31, 2001. The 
Company sold Nautica-branded footwear for the first six months of Fiscal 2002 in order to fill existing customer 
orders and sell existing inventory (see Note 2). The Company also sold certain assets of its Volunteer Leather business 
on June 19, 2000, and has discontinued all Leather segment operations (see Note 2). 

Basis of Presentation 

All subsidiaries are included in the consolidated financial statements. All significant intercompany trans¬ 
actions and accounts have been eliminated. 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States requires management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
Fiscal Year 

The Company's fiscal year ends on the Saturday closest to January 31. As a result Fiscal 2002 was a 52- 
week year with 364 days, Fiscal 2001 was a 53-week year with 371 days and Fiscal 2000 was a 52-week year with 
364 days. Fiscal Year 2002 ended on February 2, 2002, Fiscal Year 2001 ended on February 3, 2001 and Fiscal Year 
2000 ended on January 29, 2000. 

Financial Statement Reclassifications 

Certain reclassifications have been made to conform prior years' data to the current year presentation. 
Cash and Cash Equivalents 

Included in cash and cash equivalents at February 2, 2002 and February 3, 2001, are cash equivalents of 
$34.6 million and $53.3 million, respectively. Cash equivalents are highly-liquid debt instruments having an original 
maturity of three months or less. 

Inventories 

Inventories of wholesaling and manufacturing companies are stated at the lower of cost or market, with 
cost determined principally by the first-in, first-out method. Retail inventories are stated at the lower of cost or market 
with cost determined under the retail inventory method. 

Plant, Equipment and Capital Leases 

Plant, equipment and capital leases are recorded at cost and depreciated or amortized over the estimated 
useful life of related assets. Depreciation and amortization expense are computed principally by the straight-line 
method over estimated useful lives: 

Buildings and building equipment 20-45 years Machinery, furniture and fixtures 3-15 years 

Leasehold improvements and properties under capital leases are amortized on the straight-line method 
over the shorter of their useful lives or their related lease terms. 

Impairment of Long-Term Assets 

The Company periodically assesses the realizability of its long-lived assets and evaluates such assets for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. Asset impairment is determined to exist if estimated future cash flows, undiscounted and without 
interest charges, are less than carrying amount 





Note 1 Summary ot Significant Accounting Policies, continued 


Fair Value of Financial Instruments 




The carrying amounts and fair values of the Company's financial instruments at February 2, 2002 and 
February 3, 2001 are: 


2002 

2001 

Qbvsedesdb^) 

Carrying Amount 

Fair Value 

Carrying Amount 

Fair Value 

Long-term Debt 

$ 103,245 

$ 128,344 

$ 103,500 

$ 129,893 


Carrying amounts reported on the balance sheet for cash, cash equivalents, receivables, foreign currency hedges 
and accounts payable approximate fair value due to the short-term maturity of these instruments. 

The fair value of the Company's long-term debt was based on dealer prices on the respective balance 
sheet dates. 

Postretirement Benefits 

Substantially all full-time employees are covered by a defined benefit pension plan. The Company also 
provides certain former employees with limited medical and life insurance benefits. The Company funds at least the 
minimum amount required by the Employee Retirement Income Security Act. 

The Company implemented Statement of Financial Accounting Standards (SFAS) No. 132, “Employers’ 
Disclosures about Pensions and Other Postretirement Benefits” in the fourth quarter of Fiscal 1999. This statement 
standardizes the disclosure requirements for pensions and other postretirement benefits to the extent practicable, 
requires additional information on changes in the benefit obligations and fair values of plan assets that will facilitate 
financial analysis, and eliminates certain disclosures that are no longer as useful (see Note 13). 

Revenue Recognition 

Retail sales are recorded at the point of sale and are net of actual returns. Wholesale revenue is recorded net 
of estimated returns when the related goods have been shipped and legal title has passed to the customer. 
Shipping and Handling Costs 

Shipping and handling costs are charged to cost of sales in the period incurred. 

Preopening Costs 

Costs associated with the opening of new stores are expensed as incurred. 

Advertising Costs 

Advertising costs are predominantly expensed as incurred. Advertising costs were $21.5 million, $23.0 
million and $19.1 million for Fiscal 2002, 2001 and 2000, respectively. 

Environmental Costs 

Environmental expenditures relating to current operations are expensed or capitalized as appropriate. 
Expenditures relating to an existing condition caused by past operations, and which do not contribute to current 
or future revenue generation, are expensed. Liabilities are recorded when environmental assessments and/or 
remedial efforts are probable and the costs can be reasonably estimated and are evaluated independently of any 
future claims for recovery. Generally, the timing of these accruals coincides with completion of a feasibility study or 
the Company’s commitment to a formal plan of action. Costs of future expenditures for environmental remediation 
obligations are not discounted to their present value. 

Income Taxes 

Deferred income taxes are provided for all temporary differences and operating loss and tax credit carry¬ 
forwards limited, in the case of deferred tax assets, to the amount the Company believes is more likely than not to 
be realized in the foreseeable future. 

Capitalized Interest 

Statement of Financial Accounting Standards (SFAS) No. 34, “Capitalization of Interest Cost” requires capital¬ 
izing interest cost as a part of the historical cost of acquiring certain assets, such as assets that are constructed or 
produced for a company’s own use. The Company capitalized $0.1 million of interest cost in the fourth quarter of 
Fiscal 2002 in connection with the Company's new distribution center. 
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Note 1 Summary of Significant Accounting Policies, continued 

Earnings Per Common Share 

Basic earnings per share excludes dilution and is computed by dividing income available to common 
shareholders by the weighted average number of common shares outstanding for the period. Diluted earnings per 
share reflects the potential dilution that could occur if securities to issue common stock were exercised or con¬ 
verted to common stock (see Note 14). 

Other Comprehensive Income 

Statement of Financial Accounting Standards (SFAS) No. 130, “Reporting Comprehensive Income" requires, 
among other things, the Company’s minimum pension liability adjustment and unrealized gains or losses on foreign 
currency forward contracts to be included in other comprehensive income net of tax. 

Business Segments 

Statement of Financial Accounting Standards (SFAS) No. 131, “Disclosures about Segments of an Enterprise 
and Related Information" requires that companies disclose “operating segments” based on the way management 
disaggregates the company for making internal operating decisions (see Notes 2 and 17). 

Derivative Instruments and Hedging Activities 

The Company implemented Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for 
Derivative Instruments and Hedging Activities” in the first quarter of Fiscal 2002. This statement establishes 
accounting and reporting standards for derivative instruments and for hedging activities. SFAS 133 requires an entity 
to recognize all derivatives as either assets or liabilities in the consolidated balance sheet and to measure those 
instruments at fair value. Under certain conditions, a derivative may be specifically designated as a fair value hedge 
or a cash flow hedge. The accounting for changes in the fair value of a derivative are recorded each period in 
current earnings or in other comprehensive income depending on the intended use of the derivative and the resulting 
designation. For the twelve months ended February 2, 2002, the Company recorded an unrealized loss on foreign 
currency forward contracts of $0.2 million in accumulated other comprehensive loss, before taxes. 

In order to reduce exposure to foreign currency exchange rate fluctuations in connection with inventory 
purchase commitments, the Company enters into foreign currency forward exchange contracts for Euro to make 
_ Euro denominated payments with a maximum hedging period of twelve months. Derivative instruments used as 
hedges must be effective at reducing the risk associated with the exposure being hedged. The settlement terms of 
the forward contracts correspond with the pay terms for the merchandise inventories. As a result there is no hedge 
ineffectiveness to be reflected in earnings. At February 2, 2002 and February 3, 2001, the Company had approx¬ 
imately $12.1 million and $31.3 million, respectively, of such contracts outstanding. Forward exchange contracts 
have an average term of approximately three months. The loss based on spot rates under these contracts at 
February 2, 2002 was $0.3 million and the gain based on spot rates under these contracts at February 3, 2001 was 
$1.3 million. The Company monitors the credit quality of the major national and regional financial institutions with 
which it enters into such contracts. 

The Company estimates that the majority of net-hedging losses will be reclassified from accumulated 
other comprehensive loss into earnings through higher cost of sales within the twelve months between February 2, 
2002 and February 1,2003. 

NOTE 2 RESTRUCTURINGS 

Johnston & Murphy Plant Closing and Reductions in Operating Expenses 

On January 31, 2002, the Company's board of directors approved a plan to close its one remaining 
manufacturing plant and to implement other initiatives designed to streamline its operations and reduce operating 
expenses. The Company expects to end operations of the plant early in the third quarter of Fiscal 2003. The 
Johnston & Murphy plant employs approximately 170 people. 

Included in the Company's plan referred to above, is a reduction in expenses due to eliminating 
approximately 40 positions from its Nashville headquarters workforce. In addition, the Company recognized asset 
impairments for assets to be held and used in twelve underperforming stores, primarily in the Jarman group. 

In connection with the plant closing, employee severance and asset impairments, the Company recorded 
a pretax charge to earnings of $5.4 million ($3.4 million net of tax) in the fourth quarter of Fiscal 2002. The charge 
includes $0.3 million in plant asset write-downs, $3.7 million of other costs, including primarily employee severance 
and facility shutdown costs and $1.0 million of retail store asset impairments (see Note 8). Also included in the 





Note 2 Restructurings, continued 

charge was a $0.4 million inventory write-down, primarily related to inventory of product offerings affected by the 
plant closing, which is reflected in gross margin on the income statement 
Nautica Footwear License Cancellation 

The Company ended its license to market footwear under the Nautica label, effective January 31, 2001. 
The Company sold Nautica-branded footwear for the first six months of Fiscal 2002 in order to fill existing 
customer orders and sell existing inventory. 

In connection with the termination of the Nautica Footwear license agreement, the Company recorded a 
pretax charge to earnings of $4.4 million ($2.7 million net of tax) in the fourth quarter of Fiscal 2001. The charge 
included contractual obligations to Nautica Apparel for the license cancellation and other costs, primarily severance 
(see Note 8). Also included in the charge was a $1.0 million inventory write-down which is reflected in gross margin 
on the income statement. 

During the second quarter of Fiscal 2002, the Company recorded a restructuring gain of $0.3 million in 
connection with the termination of the Nautica Footwear license agreement. Included in the gain is a $0.1 million 
reversal of inventory write-down which is reflected in gross margin on the income statement. The remaining $0.1 
million of anticipated costs associated with the Nautica license termination are expected to be incurred within 
the next twelve months. 

The Nautica footwear business contributed sales of approximately $6.1 million, $18.8 million and $28.4 
million and operating losses of $0.6 million, $2.5 million and $2.2 million in Fiscal 2002,2001 and 2000, respectively. 
Volunteer Leather Divestiture 

On May 22, 2000, the Company’s board of directors approved a plan to sell its Volunteer Leather finishing 
business and liquidate its tanning business, to allow the Company to be more focused on the retailing and 
marketing of branded footwear. 

Certain assets of the Volunteer Leather business were sold on June 19, 2000. The plan resulted in a pretax 
charge to earnings of $4.9 million ($3.0 million net of tax) in the second quarter of Fiscal 2001. Because Volunteer 
Leather constitutes the entire Leather segment of the Company’s business, the charge to earnings was treated for 
financial reporting purposes as a provision for discontinued operations. The provision for discontinued operations 
included $1.3 million in asset write-downs and $3.6 million of other costs, including primarily employee severance 
and facility shutdown costs (see Note 8). The Volunteer Leather business employed approximately 160 people. 

In the third quarter ended November 3, 2001, the Company reached an agreement with the Michigan 
Department of Environmental Quality to contribute a lump sum of $3,35 million toward sediment removal in a lake 
adjacent to the Company’s former Volunteer Leather tannery in Whitehall, Michigan. See Note 16 to the Consolidated 
Financial Statements. The Company recorded an additional charge to earnings of $1.1 million ($0.7 million net of 
tax) reflected in discontinued operations in the third quarter of Fiscal 2002 to provide for the portion of the 
settlement payment not provided for in earlier periods. 

In the fourth quarter ended February 2, 2002, the Company recorded an additional charge to earnings of 
$0.9 million ($0.6 million net of tax) reflected in discontinued operations to provide $0.5 million for the Michigan site 
and $0.4 million, primarily for additional anticipated costs for a remedial investigation and feasibility study at its 
former knitting mill in New York. 

The operating results of the Leather segment are shown below: 


(tonisnssiEsfi 

February 3, 2001* 

January 29. 2000 

Net sales 

S 6,545 

$ 22,203 

Cost of sales and expenses 

6,917 

21,242 

Pretax earnings (loss) 

(372) 

961 

Income tax expense (benefit) 

(146) 

374 


$ (226) 

$ 587 


Results for the four months ended May 2000. 

Discontinued operations’ sales subsequent to the decision to discontinue were $0.8 million for Fiscal 2001 
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NOTE 3 ACCOUNTS RECEIVABLE 

(toffiSBHKEEl) 

2002 

2001 

Trade accounts receivable 

$ 18,607 

S 23,146 

Miscellaneous receivables 

4,201 

3,454 

Total receivables 

22,808 

26,600 

Allowance for bad debts 

(1,017) 

(1,303) 

Other allowances 

(1,934) 

(2,597) 

GfeO &3S$SUffe 

$ 19,857 

S 22,700 

The Company’s footwear wholesaling business sells primarily to independent retailers and department 

stores across the United States. Receivables arising from these sales are not collateralized. Credit risk is affected 
by conditions or occurrences within the economy and the retail Industry. The Company establishes an allowance for 
doubtful accounts based upon factors surrounding the credit risk of specific customers, historical trends and other 
information. One customer accounted for 11% of the Company’s trade receivables balance as of February 2, 2002 and 
no other customer accounted for more than 10% of the Company’s trade receivables balance as of February 2, 2002. 

NOTE 4 INVENTORIES 



(tefflEDEEEd) 

2002 

2001 

Raw materials 

$ 1,075 

$ 1,408 

Work in process 

365 

609 

Finished goods 

27,413 

34,551 

Retail merchandise 

114,003 

97,668 

IMDswasOsife© 

$ 142,856 

$ 134,236 

NOTE 5 PLANT EQUIPMENT ANO CAPITAL LEASES, NET 


2002 

2001 

Plant and Equipment: 



Land 

$ 3,176 

S 291 

Buildings and building equipment 

1,228 

1,128 

Machinery, furniture and fixtures 

63,800 

56,588 

Construction in progress 

21,088 

9,589 

Improvements to leased property 

Capital leases: 

89,563 

73,008 

Buildings 

37 

20 

Plant, equipment and capital leases, at cost 

Accumulated depreciation and amortization: 

178,892 

140,624 

Plant and equipment 

(66,317) 

(52,870) 

Capital leases 

(25) 

(7) 


$ 112,550 

S 87,747 













NOTE 6 OTHER NONCURRENT ASSETS 


° * 


2002 

2001 

Other Noncurrent Assets: 







Prepaid pension cost 



$ 

-0- 

$ 

12,212 

Investments and long-term receivables 

6 


2,945 


2,033 

Deferred note expense 



2,074 


2,399 


* 

5,019 

$ 

16,644 

N OTE 7 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 


®3TKSIB2EIid) 

-- - 

2002 

2001 

Trade accounts playable 

, 


$ 26,113 

$ 

37,592 

Accrued liabilities: 







Employee compensation 



11,394 


19,031 

Rent 

© 



8,451 


6,004 

Taxes other than income taxes 



4,769 


5,371 

Insurance 



2 

192 


2,226 

Interest 1 " 



1,772 


1,802 

Income taxes 



1,049 


9,246 

Other 



11,757 


12,980 


$ 67,497 

$ 

94,252 

At February 2, 2002 and February 3, 2001, outstanding checks drawn on certain dorr 

lestic banks exceeded 

book cash balances by approximately $6.7 million and $3.8 million, respectively. These amounts are included in 

trade accounts payable. 







N OTE 8 PROVISION FOR OISCONTINUEO OPERATIONS ANO RESTRUCTURING RESERVES 











4 

Employee 

r~ 

Facility 




toffiGEEEEE® 

Related Costs* 

Shutdown Costs 

Other 


Total 

Balance January 29, 2000 

S 8,181 

S 

-0- 

$ 

0- 

S 8,181 

Volunteer Leather Provision 

1,063 


2,082 

426 

3,571 

Charges and adjustments, net 

(2,695) 


(158) 

(67) 

(2 920) 

Balance February 3, 2001 

6,549 


1,924 

359 

8,832 

Additional provision November 3, 2001 

-0' 


1,331 

(185) 

1,146 

Additional provision February 2, 2002 

-0' 


170 

■ 

0- 

170 

Charges and adjustments, net 

(2,631) 


(119) 

(164) 

(2,914) 

Balance February 2, 2002 

3,918 


3,306 

10 

7,234 

Current portion 

2,517 


4,202 

10 

6,729 

IfelMl GfeDSmOSED 1^55^ 








S 1,401 

$ 

(896) 

$ 

0- 

S 505 

'Includes $3.8 million of apparel union pension withdrawal liability as of February 2, 2002. 
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Note 8 Provision for Discontinued Operations and Restructuring Reserves, continued 


QssaicoaaaiaiQ Ssbsdoeb 

QomBWEnTRcfl 

Employee 
Related Costs 

Facility 

Shutdown Costs 

Other 

Total 

Balance January 29, 2000 

S 64 

$ 436 

$ 

527 

$ 1,027 

Nautica restructuring 

517 

-0- 


2,866 

3,383 

Charqes and adjustments, net 

(64) 

(269) 


138 

3,531 

(195) 

Balance February 3, 2001 

517 

167 


4,215 

Excess restructuring reserve August 4, 2001 

(81) 

-0- 


(124) 

(205) 

Additional provision February 2, 2002 

1,445 

2,466 


(183) 

3,728 

Charges and adjustments, net 

(220) 

(129) 


(2,818) 

(3,167) 

Balance February 2, 2002 

1,661 

2,504 


406 

4,571 

Current portion (included in accounts 







payable and accrued liabilities) 

1,661 

428 


406 

2,495 








| (JtosQs^ to 

$ 

0- 

$ 2,076 

S 

-0- 

$ 2,076 

I NOTE 9 LONG-TERM DEBT 

(JlDtCEDEHEd) 

2002 

2001 

i 5 1 /2% convertible subordinated notes due April 2005 

$ 

103,245 


$ 

103,500 

g Total long-term debt 



103,245 



103,500 

£ Current portion 



-0- 



-0- 

Tfegfl W)SO0@0!Bj0ifi (5®A^^(Lg5®Cto 

$ 

103,245 


$ 

103,500 


Revolving Credit Agreement 

On July 16, 2001, the Company entered into a revolving credit agreement with five banks, providing for loans 
or letters of credit of up to $75 million. The agreement, as amended September 6, 2001, expires July 16. 2004. This 
agreement replaced a $65 million revolving credit agreement with three banks that was to expire September 24, 
2002, providing for loans or letters of credit. Outstanding letters of credit at February 2, 2002 were $7.5 million; no 
loans were outstanding at that date. 

Under the revolving credit agreement, the Company may borrow at the prime rate plus 0.25% or LIBOR plus 
1.25% which may be changed if the Company's pricing ratio (as defined in the credit agreement) changes. Facility 
fees are 0.50% per annum on $75.0 million and also vary based on the pricing ratio. The revolving credit agreement 
requires the Company to meet certain financial ratios and covenants, including minimum tangible net worth, fixed 
charge coverage and debt to EBITDAR ratios. The Company is required by the credit agreement to reduce the out¬ 
standing principal balance of the revolving loans to zero for 30 consecutive days during each period beginning on 
December 15 of any fiscal year and ending on April 15 of the following fiscal year. The revolving credit agreement, 
as amended, contains other covenants which restrict the payment of dividends and other payments with respect to 
capital stock. In addition, annual capital expenditures are limited to $36.0 million for Fiscal 2002, $38.0 million for 
Fiscal 2003 and $39.0 million for Fiscal 2004. The capital expenditure limits do not include the first $30.0 million of 
capital expenditures from the new distribution center. The Company was in compliance with the financial covenants 
contained in the revolving credit agreement at February 2, 2002. 

5 1/2% Convertible Subordinated Notes Due 2005: 

On April 9, 1998, the Company issued $103.5 million of 5 1/2% convertible subordinated notes due April 
15, 2005. The notes are convertible into 47.5172 shares of common stock per $1,000 principal amount of Notes 
(equivalent to a conversion price of $21,045 per share of common stock), subject to adjustment. Expenses incurred 
relating to the issuance were capitalized and are being amortized over the term of the notes. 




Note 9 Long-Term Debt, continued 


In June of 2001, $255,000 of the 5 1/2% convertible subordinated notes were converted to 12,116 shares 
of common stock. 

The indenture pursuant to which the convertible subordinated notes were issued does not restrict the incurrence 
of Senior Debt by the Company or other indebtedness or liabilities by the Company or any of its subsidiaries. 

NOTE 10 COMMITMENTS UNOER LONG-TERM LEASES 

Operating Leases 

Rental expense under operating leases of continuing operations was: 

(tofflEIBJIEd) 

2002 

2001 

2000 

Minimum rentals 5 

$ 54,775 

S 44,292 


$ 34,814 

Contingent rentals 

4,669 

4,569 


3,517 

1 ' Sublease rentals 

(1,280) 

(1,390) 


(1,039) 


$ 58,164 

S 47,471 

S 37,292 

Minimum rental commitments payable in future years are: 


(in thousands) 



2003 


$ 59,970 



’ , 2004 


59,675 



. 2005 


58,201 

O • 


2006 


56,172 

O 


2007 


54,088 



«* Later Years 


168,782 



ifeasD 




• 



$ 456,888 

Most leases provide for the Company to pay real estate taxes and other expenses and contingent rentals 

based on sales. Approximately 6% of the Company’s leases contain renewal options. 
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NOTE 11 SHAREHOLDERS’ EQUITY 

Non-Redeemable Preferred Stock 


Number of Shares 


Amounts in Thousands 


authorized 

2002 

2001 

2000 

2002 

2001 

2000 

Ratio 

64,368 

36,957 

36,958 

37,116 

$ 1,478 

$ 1,478 

$ 1,484 

.83 

40,449 

18,163 

18,163 

19,369 

1.816 

1,816 

1,937 

2.11 

53,764 

16,412 

16,412 

16,412 

1,641 

1,641 

1,641 

1.52 

400,000 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 


i, 000,000 

30,017 

30,017 

30,017 

901 

901 

901 



101,549 

101,550 

102,914 

5,836 

5,836 

5,963 


j,000,000 

66,671 

70,091 

72,066 

2,000 

2,103 

2,162 

1.00' 





7,836 

7,939 

8,125 






(202) 

(218) 

(243) 


$ 7,634 

$ 7,721 

$ 7,882 


Common 

Convertible No. of 


Subordinated 
Serial Preferred 
(Cumulative) 

$2.30 Series 1 
$4.75 Series 3 
$4.75 Series 4 
Series 6 
$1.50 

Subordinated 

Cumulative 

Preferred 

Employees’ 

Subordinated 

Convertible 

Preferred _ 

Stated Value 
of Issued Shares 
Employees’ 
Preferred 
Stock Purchase 
Accounts 


'Also convertible into one share of $1.50 Subordinated Cumulative Preferred Stock. 

Preferred Stock Transactions 




Non-Redeemable 

Employees’ 

Total 


Non-Redeemable 

Employees’ 

Preferred Stock 

Non-Redeemable 


Preferred Stock 

Preferred Stock 

Purchase Accounts 

Preferred Stock 






Balance January 30, 1999 

$ 5,964 

$ 2,211 

$ (257) 

S 7,918 

Other 

(1) 

(49) 

14 

(36) 

Balance January 29, 2000 

5,963 

2,162 

(243) 

7,882 

Other 

(127) 

(59) 

25 

(161) 

Balance February 3, 2001 

5,836 

2,103 

(218) 

7,721 

Other 

-0- 

(103) 

16 

(87) 

1 

$ 5,836 

$ 2,000 

$ (202) 

$ 7,634 






Note 11 Shareholders' Equity, continued 

Subordinated Serial Preferred Stock (Cumulative): 

Stated and redemption values for Series 1 are $40 per share and for Series 3 and 4 are each $100 per 
share; liquidation value for Series 1--$40 per share plus accumulated dividends and for Series 3 and 4--$100 per 
share plus accumulated dividends. 

The Company’s shareholders’ rights plan grants to common shareholders the right to purchase, at a specified 
exercise price, a fraction of a share of subordinated serial preferred stock. Series 6, in the event of an acquisition 
of, or an announced tender offer for, 15% or more of the Company’s outstanding common stock. Upon any such 
event, each right also entitles the holder (other than the person making such acquisition or tender offer) to purchase, 
at the exercise price, shares of common stock having a market value of twice the exercise price. In the event the 
Company is acquired in a transaction in which the Company is not the surviving corporation, each right would entitle 
its holder to purchase, at the exercise price, shares of the acquiring company having a market value of twice the 
exercise price. The rights expire in August 2010, are redeemable under certain circumstances for $.01 per right and 
are subject to exchange for one share of common stock or an equivalent amount of preferred stock at any time after 
the event which makes the rights exercisable and before a majority of the Company’s common stock is acquired. 
$1.50 Subordinated Cumulative Preferred Stock: 

Stated and liquidation values and redemption price-$30 per share. 

Employees' Subordinated Convertible Preferred Stock: 

Stated and liquidation values-$30 per share. 

Common Stock: 

Common stock-$1 par value. Authorized: 80,000,000 shares; issued: February 2, 2002-22,330,914 shares; 
February 3,2001 -22,149,915 shares; January 29, 2000-21,714,678 shares. There were 488,464 shares held in treasury 
at February 2, 2002 and February 3, 2001 not considering the shares repurchased in Fiscal 2002-1 999. Each 
outstanding share is entitled to one vote. At February 2, 2002, common shares were reserved as follows: 160,571 
shares for conversion of preferred stock; 145,513 shares for the 1 987 Stock Option Plan; 3,219,325 shares for the 
1996 Stock Option Plan; 164,221 shares for the Restricted Stock Plan for Directors; and 361,154 shares for the 
Genesco Employee Stock Purchase Plan. 

For the year ended February 2, 2002, 432,969 shares of common stock were issued for the exercise of 
stock options and 18,530 shares were issued as part of the Directors Restricted Stock Plan. In addition, the 
Company repurchased 270,500 shares of common stock. An additional 501,100 shares may be repurchased under - 
stock buy back programs announced in Fiscal 1999 through 2002. 

For the year ended February 3, 2001, 1,067,347 shares of common stock were issued for the exercise of 
stock options and 14,190 shares were issued as part of the Directors Restricted Stock Plan. In addition, the 
Company repurchased 646,300 shares of common stock. j 

For the year ended January 29, 2000, 815,084 shares of common stock were issued for the exercise of 
stock options and 11,785 shares were issued as part of the Directors Restricted Stock Plan. In addition the Company 
repurchased 3,439,300 shares of common stock. 

Restrictions on Dividends and Redemptions of Capital Stock: 

The Company's charter provides that no dividends may be paid and no shares of capital stock acquired for 
value if there are dividend or redemption arrearages on any senior or equally ranked stock. Exchanges of subordi¬ 
nated serial preferred stock for common stock or other stock junior to such exchanged stock are permitted. 

The Company’s revolving credit agreement restricts the payment of dividends and other payments with 
respect to capital stock, however the Company may make payments with respect to preferred stock. At February 2, 
2002, $20.1 million was available for such payments related to common stock. 

The April 9, 1998 indenture, under which the Company’s 5 1/2% convertible subordinated notes due 2005 
were issued, does not restrict the payment of dividends. 

Dividends declared for Fiscal 2002 for the Company’s Subordinated Serial Preferred Stock, $2.30 Series 1, 
$4.75 Series 3 and $4.75 Series 4, and the Company’s $1.50 Subordinated Cumulative Preferred Stock were $294,000. 
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Note 11 Shareholders’ Equity, continued 



Common Stock 

Non-Redeemable 
Preferred Stock 

Employees’ 

Preferred Stock 

Issued at January 30, 1999 

24,327,109 

102,926 

73,696 

Exercise of options 

692.722 

-0- 

-0- 

Issue shares: 




Employee Stock Purchase Plan 

122,362 

-0- 

-0- 

Stock repurchase 

(3,439,300) 

'0- 

-0- 

Other 

11,785 

(12) 

(1,630) 

Issued at January 29, 2000 o 

21,714,678 

102,914 

72,066 

Exercise of options 

1,012,765 

-0- 

-0- 

Issue shares: 




Employee Stock Purchase Plan 

54,582 

-0- 

-0- 

Stock repurchase 

(646,300) 

-0- 

-0- 

Other 

14,190 

(1,364) 

(1,975) 

. Issued at February 2, 2001 

22,149,915 

101,550 

70,091 

Exercise of options 

391,006 

-0- 

-0- 

Issue shares: 




Employee Stock Purchase Plan 

41,963 

-0- 

-0' 

Stock repurchase 

(270,500) 

-0- 

-0- 

Other 

18,530 

(1) 

(3,420) 

Issued at February 2, 2002 

Less treasury shares 

22,330,914 

488,464 

101,549 

-0- 

66,671 

-0- 


21,842,450 

101,549 

66,671 


NOTE 12 INCOME TAXES 

Income tax expense from continuing operations is comprised of the following: 



2002 

2001 

2000 

Current 







U.S, federal 

$ 

9,672 

$ 

17,702 

$ 3,198 


Foreign , . ■= 


213 


587 

615 


State 


1,585 


1,565 

600 


Deferred 







U,S. federal 


5,312 


217 

10,224 


Foreign 


18 


67 

77 


State 


741 


18 

933 


Iftfletilhtaanra 








$ 

17,541 

$ 

20,156 

$ 15,647 

= 


Nole 12 Income Taxes, continued 

Discontinued operations were recorded net of approximately $0.8 million and $2.0 million tax benefits in 
Fiscal 2002 and 2001, respectively, and net of approximately $0.4 million tax expense in Fiscal 2000. 

As a result of the exercise of non-qualified stock options by the Company’s directors and employees 
during Fiscal 2002, 2001 and 2000, the Company realized a federal income tax benefit of approximately $1.1 
million, $2,8 million and $1.4 million, respectively. These tax benefits are accounted for as an increase in current 
taxes recoverable and an increase in additional paid-in capital. 

Deferred tax assets and liabilities are comprised of the following: 


February 2, 2002 


Pensions ** 

Deferred tax liabilities 

Provisions,for discontinued operations and restructurings 
Inventory valuation 
Pensions 
Expense accruals 

Allowances for bad debt and notes o 
Uniform capitalization costs 
Depreciation 
Other 

Tax credit carryforwards _ 

Deferred tax assets 


February 3, 2001 


Reconciliation of the United States federal statutory rate to the Company’s effective tax rate from continuing 
operations is as follows: 



2002 

2001 

2000 

U.S. federal statutory rate of tax 

35.00% 

35.00% 

35.00% 

State taxes (net of federal tax benefit) 

3.06 

2.90 

3.73 

Release deferred tax valuation allowance 

.00 

(.40) 

(.21) 

Previously accrued income taxes 

(6.18) 

.00 

.00 

Other 

(.48) 

.50 

(.34) 


31.40% 

38.00% j 

38.18% 


In Fiscal 2002 the Company determined that approximately $3.5 million of previously accrued income taxes 
was no longer required. This amount is reflected as current year income tax benefit. 

MOTE 13 RETIREMENT AMD OTHER BENEFIT PLANS 

The Company sponsors a non-contributory, defined benefit pension plan. Effective January 1, 1996, the 
Company amended the plan to change the pension benefit formula to a cash balance formula from the then existing 
benefit calculation based upon years of service and final average pay. The benefits accrued under the old formula 
were frozen as of December 31,1995. Upon retirement, the participant will receive this accrued benefit payable as 
an annuity. In addition, the participant will receive as a lump sum (or annuity if desired) the amount credited to their 
cash balance account under the new formula. 
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Note 13 Retirement and Other Benefit Plans, continued 



Under the amended plan, beginning January 1, 1996, the Company credits each participants’ account 
annually with an amount equal to 4% of the participant’s compensation plus 4% of the participant’s compensation 
in excess of the Social Security taxable wage base. Beginning December 31, 1996 and annually thereafter, the 
account balance of each active participant will be credited with 7% interest calculated on the sum of the balance as 
of the beginning of the plan year and 50% of the amounts credited to the account, other than interest, for the plan 
year. The account balance of each participant who is inactive will be credited with interest at the lesser of 7% or the 

30 year Treasury interest rate. 

The Company provides health care benefits for early retirees and life insurance benefits for certain retirees 
not covered by collective bargaining agreements. Under the health care plan, early retirees are eligible for limited 
benefits until age 65. Employees who meet certain requirements are eligible for life insurance benefits upon retirement 

The Company accrues such benefits during the period in which the employee renders service. 

Assets and Obligations 

The following table sets forth the change in benefit obligation for the respective fiscal year: 

i 


Pension Benefits 

Other Benefits 

§ 

(tofllKEEnEEfi 

1 

2002 

2001 

2002 

2001 

i 

Benefit obligation at beginning of year 

$ 96,345 

$ 87,873 

$ 1,939 

$ 1,831 

g 

Service cost 

1,344 

1,181 

66 

61 

i 

Interest cost 

7,405 

7,265 

131 

128 


Plan participants’ contributions 

-0- 

-0- 

102 

116 

r 

Benefits paid 

17,842) 

(7,925) 

(435) 

(661) 

* 

Actuarial (gain) or loss 

7,240 

7,951 

190 

464 


(DssgfiS <§(sfl§Efitero efi 

$ 104,492 

$ 96,345 

$ 1,993 

$ 1,939 

<3® 

The following table sets forth the change in plan assets for the respective fiscal year: 



Pension Benefits 

Other Benefits 

5 


2002 

2001 

2002 

2001 

1 

Fair value of plan assets at beginning of year 

$ 94,476 

S 100,278 

$ -0- 

$ -0- 

1 

Actual return (loss) on plan assets 

(2,357) 

(1,805) 

-0- 

-0- 

o 

Employer contributions 

3,126 

3,928 

333 

510 

ij 

Plan participants’ contributions 

-0- 

-0- 

102 

116 

1 

Benefits paid 

(7,842) 

(7,925) 

(435) 

(626) 

1 


$ 87,403 

$ 94,476 

S -0- 

S -0- 


At February 2, 2002 and February 3, 2001, there were no Company related assets in the plan. The pension plan 


assets are invested primarily in common stocks, mutual funds, domestic bond funds and cash equivalent securities. 
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The following table sets forth the funded status of the plans for the respective fiscal year: 


Pension Benefits 

Other Benefits 


2002 

2001 

2002 

2001 

Accumulated benefit obligation 

$ (101,449) 

$ (93,766) 

$ (1,993) 

$ (1,939) 

Future pay increases 

(3,043) 

(2,579) 

-0- 

-0- 

Projected benefit obligation 

(104,492) 

(96,345) 

(1,993) 

(1,939) 

Assets 

87,403 

94,476 

-0- 

-o- 

Over (under) funded projected 





benefit obligation 

(17,089) 

(1,869) 

(1,993) 

(1,939) 

Transition obligation 

-0- 

824 

-0- 

-0- 

Prior service cost 

(826) 

(949) 

-0- 

-o- 

Cumulative net (gains)/losses 

32,128 

14.206 

308 

154 

(Accrued Benefit Liability) 





Prepaid Benefit Cost 

14,213 

12,212 

(1,685) 

(1,785) 

Adjustment required 





to recognize minimum liability 

(28.259) 

-0- 

-0- 

-0- 

(tearas) ®sxm 





@3gQ 

$ (14,046) 

S 12,112 

$ (1,685) 

S (1,785) 

The amounts recognized in the balance sheet consist of: 


Pension Benefits 

Other Benefits 


2002 

2001 

2002 

2001 

Prepaid benefit cost * 

$ -0- 

$ 12,212 

$ -0- 

S -0- 

Accrued benefit liability 

(14,046) 

-0- 

(1,685) 

(1,785) 

Accumulated other comprehensive loss 

28,259 

-0- 

-0- 

-o- 


$ 14,213 

S 12,212 

$ (1,685) 

S (1,785) 








Discount rate 

7.375% 

7.875% 

7.20% 

7.50% 

Expected return on plan assets 

8.50% 

9.50% 

_ 


Rate of compensation increase 

4.50% 

4.50% 

_ 


The weighted average discount rate used to measure the benefit obligation for the pension p 

Ian decreased 

from 7.875/0 to 7375% from Fiscal 2001 to Fiscal 2002. The decrease in the rate increased the accumulated benefit 

obligation by $4.8 million and increased the projected benefit obligation by $5.3 million. The weighted average 

discount rate used to measure the benefit obligation for the pension plan decreased from 8.00% to 7.875% from 

Fiscal 2000 to Fiscal 2001. The decrease in the rate increased the accumulated benefit obligation by $1.2 million and 

increased the projected benefit obligation by $1.2 million. 
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Note 13 Retirement and Other Benefit Plans, continued 


For measurement purposes, a 7.00% increase in the health care cost trend rate was used for Fiscal 2002. 
The trend rate is assumed to decrease gradually to 5.00% by Fiscal 2013. The effect on disclosure information of 
one percentage point change in the assumed health care cost trend rate for each future year is shown below. 



1% Decrease in Rates 

1% Increase in Rates 

Aggregated service and interest cost 

Accumulated postretirement benefit obligation 

S (19) 

s 

22 

S (135) 

$ 

155 


Pension Expense 



Pension Benefits 

Other Benefits 



2002 

2001 

2000 

2002 

2001 

2000 

Service cost 

S 1,344 

$ 1,181 

$ 1,893 

$ 66 

S 61 

$ 71 

Interest cost 

7,405 

7,265 

6,509 

131 

128 

122 

Expected return 







on plan assets 

(8,326) 

(8,877) 

(7,900) 

-0- 

-0- 

-0- 

Amortization: 







Transition obligation 

824 

825 

825 

-0- 

-0- 

-0- 

Prior service cost 

(123) 

(123) 

(123) 

-0- 

-0- 

-0- 

Losses 

-0- 

-0- 

473 

37 

22 

28 

Net amortization 

701 

702 

1,175 

37 

22 

28 

\m (Flgiftsafe @s§G 

S 1,124 

$ 271 

$ 1,677 

$ 234 

211 

$ 221 


Section 401 (k) Savings Plan 

The Company has a Section 401 (k) Savings Plan available to employees who have completed one full year 
of service and are age 21 or older. 

Concurrent with the January 1,1996 amendment to the pension plan (discussed previously), the Company 
amended the 401 (k) savings plan to make matching contributions equal to 50% of each employee's contribution of 
up to 5% of salary. Beginning in calendar 2002, participants are vested in the matching contribution of their accounts 
on a graduated basis of 25% a year beginning after two years of service. Full vesting occurs after five years of service. 
Company funds contributed prior to 2002 are not vested until a participant has completed five years of service. The 
contribution expense to the Company for the matching program was approximately $0.9 million for Fiscal 2002 and 
2001 and $1.0 million for Fiscal 2000. 





NOTE 14 EARNINGS PER SHARE 



For the Year Ended 

For the Year Ended 

For the Year Ended 



Feb. 2, 2002 


Feb. 3, 2001 



Jan. 29, 2000 | 


Income 

Shares 

Per share 

Income 

Shares 

Per share 

Income 

Shares 

P<*r 


(Numerator) 

(Denominator) 

Amount 

(Numerator) 

(Denominator) 

Amount 

(Numerator) 

(Denominator) 

Amount 

Earnings before 










j discontinued 










•operations 

t 38.323 



S 32,831 



S 25,335 



; Less: Preferred 










> stock dividends 

(294) 



(299) 



(300) 













Income available 










ij' .to common 










i. shareholders 

1 1 . ^3^ 

38,029 

21,881 

i 1.74 

32,532 

21,513 

S 1.51 

25,035 

22,392 

S 1.12 

? Options 


438 



522 



644 


5 1/2% 










\ convertible 










subordinated . 










^ notes 

3.875 

4,906 


3,881 

4,918 


3,787 

4,918 


Employees’ ‘ 









■ 1 

^ Preferred Stock*' 1 


6B 



70 



73 











■ 

p Income available 









1 

: to common 










shareholders 










plus assumed 










conversions 

t 41,904 

27,293 

S 1.54 

$ 36,413 

27,023 

S 1.35 

S 28,822 

28,027 

S 1.03 


(,) The Company's Employees' Subordinated Convertible Preferred Stock is convertible one for one to the Company's common stock. 
Because there are no dividends paid on this stock, these shares are assumed to be converted. 


The amount of the dividend on the convertible preferred stock per common share obtainable on conversion 
of the convertible preferred is higher than basic earnings per share for the period. Therefore, conversion of the 
convertible preferred stock is not reflected in diluted earnings per share, because it would have been antidilutive. 
The shares convertible to common stock for Series 1, 3 and 4 preferred stock would have been 30,674, 38,324 and 
24,946, respectively. 

Options to purchase 32,000 shares of common stock at $32.65 per share were outstanding at the end of 
Fiscal 2002 but were not included in the computation of diluted earnings per share because the options’ exercise 
price was greater than the average market price of the common shares. 

There were no options excluded from the computation of diluted earnings per share for Fiscal 2001 
because all the options’ exercise prices were lower than the average market price of the common shares. 

Options to purchase 343,500 shares of common stock at $13.19 per share, 123,000 shares of common 
stock at $12.75 per share, 28,000 shares of common stock at $13.69 per share and 10,000 shares of common 
stock at $13.06 per share were outstanding at the end of Fiscal 2000 but were not included in the computation of 
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Note 14 Earnings Per Share, continued 

diluted earnings per share because the options’ exercise price was greater than the average market price of the 
common shares. 

The weighted shares outstanding reflects the effect of the stock buy back program of up to 7.2 million 
shares announced by the Company in Fiscal 1999 - 2002. The Company has repurchased 6.7 million shares as of 
February 2, 2002. 

NOTE 15 STOCK INCENTIVE PLANS AND STOCK PURCHASE PLANS 

The Company’s stock-based compensation plans, as of February 2, 2002, are described below. The Company 
applies APB Opinion 25 and related Interpretations in accounting for its plans. Accordingly, no compensation cost 
has been recognized other than for its restricted stock incentive plans. The compensation cost that has been charged 
against income for its restricted plans was $0.3 million, $3.8 million and $0.6 million for Fiscal 2002, 2001 and 
2000, respectively. The compensation cost that has been charged against shareholders’ equity for its directors’ 
restricted stock plan was $70,000, $110,000 and $105,000 for Fiscal 2002, 2001 and 2000, respectively. Had 
compensation cost for all of the Company’s stock-based compensation plans been determined based on the fair 
value at the grant dates for awards under those plans consistent with the methodology prescribed by FAS 123, the 
Company’s net income and earnings per share would have been reduced to the pro forma amounts indicated below: 


((©tCSGEEJIESi 

GH3!h? (3330X031 QSSBEI® 

Fiscal Years 


2002 

2001 

2000 

Net Income 

As Reported 

$ 

37,070 

S 

29,598 

S 

25,922- 


Pro Forma 

$ 

35,332 

s 

28,422 

s 

24,839 

Diluted EPS 

As Reported 

S 

1.49 

s 

1.23 

$ 

1.05 


Pro Forma 

$ 

1.43 

s 

1.18 

s 

1.01 

Basic EPS 

As Reported 

s 

1.68 

s 

1.36 

s 

1.14 


Pro Forma 

$ 

1.60 

s 

1.31 

s 

1.10 


Fixed Stock Incentive Plans 

The Company has two fixed stock incentive plans. Under the 1987 Stock Option Plan, the Company may grant 
options to its management personnel for up to 2.2 million shares of common stock. Under the 1996 Stock Incentive 
Plan, the Company may grant options to its officers and other key employees of and consultants to the Company for 
up to 4.4 million shares of common stock, which includes 200,000 shares reserved for issuance to outside directors. 
Under both plans, the exercise price of each option equals the market price of the Company’s stock on the date of 
grant and an options’ maximum term is 10 years. Options granted under both plans vest 25% at the end of each year. 

With regard to the 200,000 shares reserved for issuance to outside directors, an automatic grant of restricted 
stock will be given to outside directors on the date of the annual meeting of shareholders at which an outside 
director is first elected. The outside director restricted stock shall vest with respect to one-third of the shares each 
year as long as the director is still serving as a director. Once the shares have vested, the director is restricted from 
selling, transferring, pledging or assigning the shares for an additional two years. There were 942 shares, 926 shares 
and 1,139 shares of restricted stock issued to directors for Fiscal 2002, 2001 and 2000, respectively. An outside 
director may elect irrevocably to receive all or a specified portion of his annual retainers for board membership and 
any committee chairmanship for the following fiscal year in a number of shares of restricted stock (the “Retainer 
Stock”). Shares of the Retainer Stock shall be granted as of the first business day of the fiscal year as to which the 
election is effective, subject to forfeiture to the extent not earned upon the Outside Director’s ceasing to serve as a 
director or committee chairman during such fiscal year. Once the shares are earned, the director is restricted from 
selling, transferring, pledging or assigning the shares for an additional four years. There were 2,087 shares, 9,116 
shares and 9,157 shares of Retainer Stock issued to directors for Fiscal 2002, 2001 and 2000, respectively. 

Annually on the date of the annual meeting of shareholders, each outside director shall receive the automatic 
grant of options to purchase 4,000 shares of common stock at an exercise price equal to the fair market value of the 
common stock on the date of grant. These stock options become exercisable six months after their respective dates 



Note 15 Stock Incentrve Plans and Stock Purchase Plans, continued 

of grant, and expire in ten years. There were 32,000, 32,000 and 28,000 shares of stock options issued to directors 
for Fiscal 2002, 2001 and 2000, respectively. 

The weighted-average fair value of each option granted in the fixed stock incentive plans described above 
is estimated on the date of grant using the Black-Scholes option-pricing model - average assumptions used for 
grants in Fiscal 2002, 2001 and 2000, respectively: expected volatility of 62 percent each year; risk-free interest rates 
of 5.2, 5.3 and 6.7 percent; and expected lives of 5.8, 6.7 and 7.6 years, respectively. 

A summary of the status of the Company’s fixed stock incentive plans as of February 2, 2002, February 3, 
2001 and January 29, 2000 and changes during the years ended on those dates is presented below: 


(fe3(2$fisES 

2002 

2001 

2000 

Shares 

Weighted- 
Average 
Exercise Price 

Shares 

Weighted- 
Average 
Exercise Price 

Shares 

Weighted- 
Average 
Exercise Price 

Outstanding at beginning 







of year 

1,261,424 

$ 11.69 

1,917,990 

S 7.87 

2,271,389 

S 5.76 

Granted 

427,000 

18.17 

337,000 

16.85 

387,500 

13.23 

Exercised 

(243,799) 

10.49 

(894,316) 

5.57 

(591,711) 

3.13 

Forfeited ° 

(85,750) 

15.24 

(99,250) 

11.13 

(149,188) 

8.54 

Outstanding at end 







of year 

1,358,875 

S 13.72 

1,261,424 

S 11.69 

1,917,990 

S 7.87 

Options exercisable at 







year end 

593,375 


568,424 


1,238,989 


Weighted-average 







fair value of options 







granted during the year 

S 11.49 


S 11.07 


S 9.27 



The following table summarizes information about fixed stock options outstanding at February 2, 2002: 



Options Outstanding 

Options Exercisable 

f&nga (if? Sra/te 

Number 
Outstanding 
at 2/2/02 

Weighted 
Average 
Remaining 
Contractual Life 

Weighted- 
Average 
Exercise Price 

Number 
Exercisable 
at 2/2/02 

Weighted- 
Average 
Exercise Price 

SI.875 - 2.75 

17,500 

2.9 years 

S 2.43 

17,500 

S 2.43 

3.375 - 5.00 

126,821 

4.0 

4.64 

126,821 

4.64 

5.50 - 7.75 

75,875 

6.5 

6.06 

32,125 

6.06 

9.00 - 12.75 

210,371 

5.1 

10.73 

210,371 

10.73 

13.00 - 17.75 

896,308 

8.9 

15.89 

174,558 

14.77 

18.00 - 32.65 

32,000 

9.4 

32.65 

32,000 

32.65 

SI.875 - 32.65 

1,358,875 

7.7 

S 13.72 

593,375 

S 11.30 


Restricted Stock Incentive Plans 

On January 10, 1997, 200,000 shares of restricted stock options were granted to the chairman of the 
board (at that time) under the 1996 Stock Incentive Plan. The stock price at the date of grant was $9 per share. The 
restrictions lapsed for one third of the shares (66,667 shares) on January 31, 1998 and the second one third of the 
shares on January 31, 1999. The restrictions would have lapsed for the last one third of the shares on January 31, 
2000 if the chairman remained on the board of the Company. The chairman resigned in the fourth quarter of Fiscal 
2000. The last one third of the shares were not issued. There was compensation income of $0.5 million for these options 
in Fiscal 2000. 

As of the beginning of the first quarter of Fiscal 1999, a three year long term incentive plan was approved 
for the president - CEO (at that time) which covered Fiscal 1999 through Fiscal 2001. The incentive plan provides a 
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Note 15 Stock Incentive Plans and Stock Purchase Plans, continued 

maximum of 300,000 performance shares of stock to be awarded based on cumulative revenue growth, cumulative 
earnings before income taxes to sales ratio and cumulative assets to sales ratio. There were 147,207, 118,449 and 
34,344 shares issued in Fiscal 2002, 2001 and 2000, respectively. Compensation cost charged against income for 
these shares was $3.7 million and $1.1 million in Fiscal 2001 and 2000. 

On October 16, 2000, another three year long term incentive plan was approved for the Chairman and CEO 
(at that time) which covers Fiscal 2002 through Fiscal 2004. The incentive plan provides a target payout of $470,000 
in stock if the Company’s total return to shareholders equals the average of two published indices, the Bloomberg 
U.S. Apparel Index and the S & P 500 Consumer Cyclical Index. The number of shares to be issued is based on the 
closing price of the stock on October 16, 2000 or $16.63 per share which totals 28,262 shares. These shares vest 
100% at the end of three years as long as the Chairman and CEO has either remained an employee or director, or 
(if he has retired) has not violated the terms of a non-compete provision. Compensation cost charged against 
income for these shares was $157,000 and $39,000 in Fiscal 2002 and 2001. 

On June 1, 2001, the Company entered into a three year restricted stock agreement with a senior vice pres¬ 
ident of the Company. The number of shares to be issued is 20,000 shares. These shares vest on May 31,2004, pro¬ 
vided that on such date the grantee has remained continuously employed by the Company since the date of the 
agreement Compensation cost charged against income for these shares was $138,000 in Fiscal 2002. 

Employee Stock Purchase Plan 

Under the Employee Stock Purchase Plan, the Company is authorized to issue up to 1.0 million shares of 
common stock to those full-time employees whose total annual base salary is less than $100,000. Under the terms 
of the Plan, employees can choose each year to have up to 15 percent of their annual base earnings withheld to 
purchase the Company’s common stock. The purchase price of the stock is 85 percent of the closing market price 
of the stock on either the exercise date or the grant date, whichever is less. Under the Plan, the Company sold 
41,963 shares, 54,582 shares and 122,362 shares to employees in Fiscal 2002, 2001 and 2000, respectively. 
Compensation cost is recognized for the fair value of the employees’ purchase rights, which was estimated using 
the Black-Scholes model with the following assumptions for Fiscal 2002, 2001 and 2000, respectively: an expected 

- life of 1 year for all years; expected volatility of 59, 58 and 47 percent; and risk-free interest rates of 1.8, 5.1 and 6.1 
percent. The weighted-average fair value of those purchase rights granted in Fiscal 2002, 2001 and 2000 was $6.09, 
$6.86 and $4.26, respectively. 

- Stock Purchase Plans 

Stock purchase accounts arising out of sales to employees prior to 1972 under certain employee stock 
purchase plans amounted to $210,000 and $226,000 at February 2, 2002 and February 3, 2001, respectively, and 
were secured at February 2, 2002, by 10,957 employees’ preferred shares. Payments on stock purchase accounts 
under the stock purchase plans have been indefinitely deferred. No further sales under these plans are contemplated. 

NOTE 16 LEGAL PROCEEDINGS 

New York State Environmental Proceedings 

The Company is a defendant in a civil action filed by the State of New York against the City of Gloversville, 
New York, and 33 other private defendants. The action arose out of the alleged disposal of certain hazardous 
material directly or indirectly into a municipal landfill and seeks recovery under a federal environmental statute and 
certain common law theories for the costs of investigating and performing remedial actions and damage to natural 
resources. The environmental authorities have selected a plan of remediation for the site with a total estimated 
cost of approximately $12.0 million. The Company was allocated liability for a 1.31% share of the remediation cost 
in non-binding mediation with other defendants and the State of New York. The State has offered to release the 
Company from further liability related to the site in exchange for payment of its allocated share plus a small premium, 
totaling approximately $180,000, and the Company has accepted. Assuming the settlement is completed as agreed, 
the Company believes it has fully provided for its liability in connection with the site. 

The Company has received notice from the New York State Department of Environmental Conservation 
(the “Department”) that it deems remedial action to be necessary with respect to certain contaminants in the vicinity 
of a knitting mill operated by a former subsidiary of the Company from 1965 to 1969, and that it considers the 
Company a potentially responsible party. In August 1997, the Department and the Company entered into a consent 




Note 16 Legal Proceedings, continued 


order whereby the Company assumed responsibility for conducting a remedial investigation and feasibility study 
(“RIFS”) and implementing an interim remediation measure with regard to the site, without admitting liability or 
accepting responsibility for any future remediation of the site. In conjunction with the consent order, the Company 
entered into an agreement with the owner of the site providing for a release from liability for property damage 
and for necessary access to the site, for payments totaling $400,000. The Company estimates that the cost of 
conducting the RIFS and implementing the interim remedial measure will be in the range of $3.9 million to $4.1 
million, $3.3 million of which the Company has already paid. The Company believes that it has adequately reserved 
for the costs of conducting the RIFS and implementing the interim remedial measure contemplated by the consent 
order, but there is no assurance that the consent order will ultimately resolve the matter. The Company has not 
ascertained what responsibility, if any, it has for any contamination in connection with the facility or what other 
parties may be liable in that connection and is unable to predict whether its liability, if any, beyond that voluntarily 
assumed by the consent order will have a material effect on its financial condition or results of operations. 

Whitehall Environmental Sampling 

Pursuant to a work plan approved by the Michigan Department of Environmental Quality (“MDEQ“) the 
Company has performed sampling and analysis of soil, sediments, surface water, groundwater and waste 
management areas at the Company's Volunteer Leather Company facility in Whitehall, Michigan. On June 29,1999, 
the Company submitted a remedial action plan (the “Plan”) for the site to MDEQ and subsequently amended it to 
include additional upland remediation to bring the property into compliance with regulatory standards for 
non-industrial uses. The Company, with the approval of MDEQ, previously installed horizontal wells to capture 
groundwater from a portion of the site and treat it by air sparging. The Plan proposed continued operation of this 
system for an indefinite period and monitoring of groundwater samples to ensure that the system is 
functioning as intended. 

On June 30, 1999, the City of Whitehall filed an action against the Company in the circuit court for the City 
of Muskegon alleging that the Company's and its predecessors’ past wastewater management practices have 
adversely affected the environment, and seeking injunctive relief under Parts 17 and 201 of the Michigan Natural 
Resources Environmental Protection Act (“MNREPA") to require the Company to correct the alleged pollution, 
primarily lake sediment contamination. Further, the City alleged violations of City ordinances prohibiting blight and 
litter, and that the Whitehall Volunteer Leather plant constitutes a public nuisance. The Company, the City of 
Whitehall and MDEQ have settled their disagreement over lake sediments for a lump sum payment of $3.35 million 
by the Company in the first quarter of Fiscal 2003. In connection with the settlement, the City's lawsuit has been 
dismissed with prejudice. 

The Company believes it has fully provided for the Plan, which remains subject to MDEQ approval. Although 
the Company does not expect remediation of the site to have a material effect on its financial condition or results of 
operations, there can be no assurance that the Plan, as amended, will be approved, and the Company is unable to pre¬ 
dict whether any further remediation that might ultimately be required would have such an effect 

NOTE 17 BUSINESS SEGMENT INFORMATION ! 

The Company currently operates four reportable business segments (not including corporate): Journeys, 
comprised of Journeys and Journeys Kidz retail footwear chains; Jarman, comprised primarily of the Jarman and 
Underground Station retail footwear chains; Johnston & Murphy, comprised of Johnston & Murphy retail stores, 
direct marketing and wholesale distribution; and Licensed Brands, comprised of Dockers and Nautica Footwear. The 
Company ended its license to market footwear under the Nautica label, effective January 31, 2001. In Fiscal 2000 
the Company operated the Other Retail segment, comprised of General Shoe Warehouse and the Jarman Leased 
departments, both of which were closed in Fiscal 2000. All the Company’s segments sell footwear products at either 
retail or wholesale. The Company also operated the Leather segment in Fiscal 2000 and some of Fiscal 2001. The 
Company sold certain assets of its Volunteer Leather business on June 19, 2000, and has discontinued all 
Leather segment operations. 

The accounting policies of the segments are the same as those described in the summary of significant 
accounting policies. 
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Note 17 Business Segment Information; continued 


- 

The Company’s reportable segments are based on the way management organizes the segments in order 


to make operating decisions and assess 

performance along types of products sold. Journeys and Jarman sell 


primarily branded products from other companies while Johnston & Murphy and Licensed Brands sell primarily the 


Company’s owned and licensed brands. 








Corporate assets include cash, deferred income taxes, prepaid pension cost and deferred note expense. 


The Company does not allocate certain costs to each segment in order to make decisions and assess performance. 
These costs include corporate overhead, restructuring gains and losses, interest expense, interest income, and 


other charges. Other includes severance, litigation and environmental charges. 
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Journeys 

Jarman 

Johnston 
& Murphy 

Licensed 

Brands 

Leather 

Corporate 

Consolidated 

r 

Sales 

$ 381,736 

120,242 

167,988 

79,805 

-0- 

-0- 

749,771 


Intercompany sales 

-0- 

-0- 

1 

(2,951) 

-0- 

-0- 

(2,950) 
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381,736 

120,242 

167,989 

76,854 

-0- 

-0- 

746,821 


Operating income (loss) 

51,925 

5,319 

14,125 

8,001 

-0- 

(10,777) 

68,593 

g 

Restructuring charge 

-0- 

-0- 

-0- 

-0- 

-0- 

4,805 

4,805 


Interest expense 

-0- 

-0- 

-0- 

-0- 

-0- 

8,698 

8,698 

s 

Interest income 

-0- 

-0- 

-0- 

-0- 

-0- 

1,134 

1,134 
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Other 
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-0- 

-0- 
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(360) 
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51.925 

5,319 

14,125 

8,001 

-0- 

(23,506) 

55,864 











Total assets 

120,169 

42,687 

62,835 

25,108 

499 

112,256 

363,554 

m 

Depreciation 

Capital expenditures 

7,011 

18,708 

3,044 

5,412 

3,254 

2,951 

146 

54 

-0- 

-0- 

2,784 

16,598 

16,239 

43,723 
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Sales 

$ 300,758 

$ 109,791 

$ 188,152 

$ 85,262 

-0- 

-0- 

$ 683,963 

1 

Intercompany sales 

'0- 

-0- 

(92) 

(3,705) 

-0- 

-0- 

(3,797) 
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300,758 

109,791 

188,060 

81,557 

-0- 

-o- 

680,166 


Operating income (loss) 

41,869 

8.395 

24,636 

4,695 

-0- 

(15,921) 

63,674 

1 

Restructuring charge 

-0- 

-0- 

-0- 

-0- 

-0- 

3,433 

3,433 

s 

Interest expense 

-0- 

-0- 

-0- 

-0- 

-0- 

8,618 

8,618 


Interest income 

-0- 

-0- 

-0- 

-0- 

-0- 

1,418 

1,418 


Other 

-0- 

-0- 

-0- 

-0- 

-0- 

(54) 

(54) 


fosSsE© fe®SH© 









QgEE© SHs) (afe@Sfi!ftnS3a) 

41,869 

8,395 

24,636 

4,695 

-o- 

(26,608) 

52,987 


Total assets * 

93.761 

37,468 

71,359 

28,658 

989 

119,928 

352,163 


Depreciation 

5,070 

2,334 

2,890 

99 

149 

2,658 

13,200 


Capital expenditures 

17,133 

9,433 

4,917 

399 

-0- 

2,853 

34,735 







Note 1 7 Business Segment Information, continued 


(toSlI® Journeys Jarman 

Sales $ 215,318 S 8M97~ 

Intercompany sales -0- -0- 


QSXSaaSHSEfl 215,318 86,897 

Operating income (loss) 29,719 4,336 

Interest expense -0- -0- 

Interest income -0- so¬ 

other -0- -0- 


65,256 23,910 


Total assets 
Depreciation 
Capital expenditures 


Johnston 
& Murphy 

Licensed 

Brands 

Leather 

Corporate 

S 167,822 

$ 78,818 

$ -0- 

$ -0- 

(363) 

(4,300) 

-0- 

-0- 

167,459 

74,518 

-0- 

-0- 

22,187 

2,488 

-0- 

(10,869) 

-0- 

-0- 

-0- 

8,152 

-0- 

-0- 

-0- 

2,165 

-0- 

-0- 

-0- 

(392) 

22,187 

2,488 

-0- 

(17,248) 

61,693 

1 28,678 

9,670 

110,966 

2,763 

| 213 

460 

1,817 

3,604 

1 89 

47 

3,535 


NOTE 18 


QUARTERLY FINANCIAL INFORMATION (UNAUDITED) 


Net sales 
Gross margin 
Pretax earnings 
Earnings before 
discontinued 
operations 
Net earnings 
Diluted earnings 
per common 
share: 

Before 
discontinued 
operations 
Net earnings 


4th Quarter 

2002 I 200' 


$ 171,918 S 146,644 1 166,543 S 143,243 I 185.772 S 176,086 S 222,588 I 


1. Includes a restructuring gain of $0,3 million (see Note 2). 

2. Includes a loss of $3.0 million, net of tax, from discontinued 
operations (see Note 2), 

3. Includes a loss of $0.7 million, net of tax, from discontinued 
operations (see Notes 2 and 16). 

4. Includes restructuring and other charges of $5,4 million 
(see Note 2). 


5. Includes tax benefit of $3.5 million for previously accrued 
income taxes no longer required (see Note 12), 

6. Includes a loss of $0.6 million, net of tax, from discontinued 
operations (see Notes 2 and 16). 

7. Includes restructuring and other charges of $4.4 million 
(see Note 2). 
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CORPORATE OFFICERS 


BEN T. HARRIS 

Chairman 

34 years with Genesco 
HAL N. PENNINGTON 

President and Chief Executive Officer 
40 years with Genesco 

JAMES S. GULMI 

Senior Vice President - Finance and 
Chief Financial Officer 
30 years with Genesco 


JAMES C. ESTEPA 
Senior Vice President 
17 years with Genesco 

DAVID W. ZUMBACH 
Senior Vice President 
2 years with Genesco 

JOHN W. CLIMARD 

Vice President - 

Administration and Human Resources 
30 years with Genesco 


MATTHEW N. JOHNSON 

Treasurer 

9 years with Genesco 

ROGER G. SISSON 

Secretary and General Counsel 
8 years with Genesco 

PAUL 0, WILLIAMS 
Chief Accounting Officer 
25 years with Genesco 


©0 


















GENESCD INC. AND CONSOLIDATED SUBSIDIARIES E) BOARD DF DIRECTORS 



BOARD OF DIRECTORS 


BEH T. HARRIS 
Chairman 
Genesco Inc. 

Member of the nominating committee 
LEONARO L BERRY 

Distinguished Professor of Marketing 

M. B. Zaie Chair in Retailing and Marketing Leadership 

Lowry Mays College and Graduate School of Business 

Texas A&M University 

College Station, Texas 

Member of the compensation and nominating committees 

ROBERT V. DALE 

Consultant 

Nashville, Tennessee 

Chairman of the audit committee, 

Member of the compensation committee 

W. LIPSCOMB DAVIS, JR. 

Partner, Hillsboro Enterprises 

Nashville, Tennessee 

Chairman of the nominating committee, 

Member of the audit committee 

MATTHEW C. 01AM0N0 

Chairman and Chief Executive Officer 
Alloy, Inc. 

New York, New York 

Member of the finance committee 


KATHLEEN MASON 

President and Chief Executive Officer 
Tuesday Morning Corporation 
Addison, Texas 

Chairman of the compensation committee 
HAL N. PENNINGTON 

President and Chief Executive Officer 
Genesco Inc. 

Member of the finance committee 
LINDA H. POTTER 

Senior Financial Officer and Senior Vice President 

SunTrust Bank 

Nashville, Tennessee 

Member of the audit committee 

WILLIAM A. WILLIAMSON, JR. 

Private Investor 
Montgomery, Alabama 

Member of the audit and finance committees 

WILLIAM S. WIRE II 
Retired Chairman 
Genesco Inc. 

Nashville, Tennessee 

Chairman of the finance committee, 

Member of the nominating committee 
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